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Offset:  The  procedure  established  to  allow 
a  foreign  government  to  diminish  the  amount  paid  for 
procurements  from  U.S.  contractors.  Generally,  the 
items  are  related  to  defense.  Offsets  vary.  They  may 
include  the  shared  costs  and  efforts  in  international 
cooperative  research  and  development  (codevelopment) 
programs  with  each  participant  receiving  full  rights 
to  the  programs.  They  may  include  coordinated  produc¬ 
tion  (coproduction)  programs  with  each  participant 
sharing  in  the  advanced  technology,  learning  curves, 
attainment  of  skilled  workers  and  production  processes, 
production  and  profits  from  third  country  sales.  Or 
most  simply  they  may  include  joint  agreements  to  pur¬ 
chase  off-the-shelf  items  from  each  other.  An  indivi¬ 
dual  offset  proposal  may  include  total  weapon  system 
development  from  basic  research  to  final  sales  or  be 
limited  to  selected  portions  thereof. 

The  optimal  use  of  national  resources  is  an 
important  management  decision  for  government  policy 
makers.  Any  optimal  solution  must  include  national 
foreign  policy  goals,  governmental  and  ccnmercial 
economic  objectives  and  considerations  for  the  security 
of  weapons  systems  and  ultimately  the  nation.  One 
method  that  is  being  increasingly  employed  to 
reduce  outlays  of  national  resources  is  the 
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utilization  of  offset  agreements  in  international 
arms  transfers. 

This  research  examined  past  efforts  at 
offsets  in  which  the  Department  of  Defense  was 
implicated  and  which  involved  either  cooperative 
research  and  development  or  coordinated  production. 
It  looked  at  the  political  and  economic  conditions 
that  existed  at  the  time  the  proposals  were  made  and 
the,  then,  outstanding  national  security  (military) 
considerations.  Each  of  these  conditions  was 
reviewed  to  see  whether  or  not  they  were  influential 
in  the  implementation  or  nonimplementation  of  the 
offset  efforts. 

A  mathematical  model  was  formulated  and 
developed  in  the  study  for  use  as  a  management  tool. 
It  was  designed  to  aid  in  categorizing  the  question 
of  offset  proposals  in  future  foreign  policy  con¬ 
siderations  as  to  likelihood  for  implementation  or 
non  implementation  by  relating  thoae  new  proposals 
to  the  known  results  of  past  decisions. 

The  analysis  in  this  dissertation  examined 
191  cases  of  attempts  to  establish  programs  of 
international  codevelopment  or  coproduction  in  which 
the  O.S.  Department  of  Defense  was  involved  during 
the  period  January  1,  1952  to  December  31,  1978. 

Some  of  these  cases  successfully  attained  the 


proposed  objective,  implementation.  The  others 
ended  in  dissatisfaction  for  the  negotiating 
parties. 

In  the  review  of  the  literature  potential 
variables  were  identified  and  aggregated  into  17 
variables  used  in  this  research.  One  of  those 
variables,  national  stability,  required  an  extensive 
sub-study  and  development  of  an  additional  model  for 
ascertaining  the  status  of  national  stability. 

The  hypothesis  of  interest  in  this  study  was 
that  political  preferences,  economic  factors  and 
national  security  considerations  can  be  combined  into 
a  mathematical  model  for  offset  analysis.  The 
research  answered  the  following  related  questions: 

(1)  Can  a  mathematical  model  be  developed 
that  would  have  described  the  likelihood 
for  success  of  past  offset  proposals 
within  national  policy  guidelines? 

(2}  Can  the  model  developed  be  utilized  as 
a  tool  in  the  evaluation  of  future 
offset  proposals? 
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Chapter  One 


AM  INTRODUCTION  TO  OFFSETS 


The  initiation  of  this  research  was  a  sugges¬ 
tion  from  the  Business  Research  Management  Center  of 
the  Air  Force  Institute  of  Technology  during  the  fall 
of  1975. *  Captain  Dunlap,  the  Air  Force  research 
monitor  for  business  administration  at  that  time, 
mentioned  the  increased  pressure  from  allied  air 
forces  and  their  governments  for  cooperative  research 
and  development,  and  coordinated  production  for  new 
weapon  systems.  Although  several  ventures  of  this 
nature  had  been  negotiated  previously,  the  United 
States  government  and  U.S.  contractors  had  a  limited 
familiarity  with  this  aspect  of  international 
business.  From  the  Air  Force  perspective  any  research 
in  this  area  would  be  welcomed. 


^The  United  States  Air  Force  maintains  a 
Business  Research  Management  Center  (BRMC)  as  a  part 
of  the  Air  Force  Institute  of  Technology  at  Wright- 
Patterson  AFB,  Ohio.  BRMC  keeps  track  of  ongoing 
research  that  may  affect  the  Air  Force  and  suggests 
areas  of  research  where  there  is  a  data  deficiency 
and  the  Air  Force  has  a  need  for  knowledge.  To  the 
extent  that  researchers  are  willing  to  undertake 
projects  of  interest  to  the  Air  Force,  BRMC  negotiates 
with  them  on  actual  directions  of  the  research  and 
reimbursement  for  administrative  and  travel  expenses 
and  costs  for  publication. 


Extan live  reading  and  enquiry  wee  begun.  As 
time  went  by  and  familiarity  with  the  subject 
increased,  areas  requiring  research  emerged;  many  more 
than  are  addressed  in  this  study.  During  the  liters- 
ture  search  one  underlying  question  became  pre-eminent. 
Can  a  standard  method  of  evaluation  be  applied  to  off¬ 
set  proposals  during  initial  consideration  to  determine 
if  they  fit  the  political,  economic,  and  national 
security  goals  of  the  United  States?  These  considera¬ 
tions  and,  indeed,  the  entire  concept  of  offsets  in 
international  arms  sales  are  not  peculiar  to  the 
United  States  Air  Force  alone.  They  have  implications 
for  the  entire  Department  of  Defense.  This  research 
addresses  offset  proposals  from  a  national  policy 
rather  than  a  military  department  perspective. 

Background 

Offset  proposals  are  the  latest  development  in 
the  realm  of  foreign  military  sales.  They  represent 
an  evolution  in  United  States  government  policy  on 
international  arms  transfers  from  the  initial  lend 
lease  program  through  grant  aid  proposals  to  the  com¬ 
plex  formulae  for  sharing  costs  and  other  know-how 
that  are  in  use  today.  That  development,  from 
genesis  to  current  practice,  will  be  the  subject  of 
Chapter  Two.  This  chapter  will  address  the  delineation 


of  the  offset  problem}  its  significance  to  arms 
transfers;  how  the  problem  is  addressed  in  this 
research;  operational  definitions;  and  the  objectives 
and  perceived  value  of  this  research. 

Delineation  of  the  Offset  Problem 

According  to  Fish,  "Offset  procurement  provides 

the  opportunity  to  foreign  governments  to  bid  on 

either  procurements  of  U.  S .  corporations  or  of  the 

DOD  (Department  of  Defense) .  The  procedure  is  done 

to  offset  a  portion  of  the  amount  paid  by  the  foreign 

government  for  defense  items  bought  from  U.S.  con- 
2 

tractors."  He  goes  on  to  say  that  "an  offset  agree¬ 
ment  is  a  'best  efforts'  arrangement.  The  law  and 
DOD  procurement  regulations  stipulate  that  contracts 
must  be  awarded  on  a  competitive  basis  to  the  maximum 
extent  feasible.  We  apply  the  same  principles  to  sub¬ 
contracts  to  the  extent  we  consent  to  subcontracts  or 
approve  a  contractor's  purchasing  system."^  Fish, 
strictly  speaking,  does  not  like  to  classify 

2 

Howard  M.  Fish,  "Co-Production  and  Offset 
Arrangements  in  Security  Assistance  Program,"  (Speech 
presented  at  the  1976  International  Conference  on 
Procurement  and  Grants  Management  held  at  the  Boar's 
Head  Inn,  Charlottesville,  Virginia,  April  28-30, 

1976,  University  of  Virginia,  Proceedings ,  1976), 
p.  23. 


coproduction  as  an  offset  but  recognises  that, 
broadly  speaking#  it  belongs  there.  He  states  it 
thusly: 

A  U.S.  contractor  may  offer  the  customer 
the  chance  to  coproduce  the  items  being 
offered  for  sale.  Although  this  is  not 
strictly  "offset”#  it  could  be  considered 
"offset”  in  a  broad  sense.  There  are  both 
advantages  and  disadvantages  to  the  customer 
country#  the  U.S.  and  to  the  U.S.  contractor. 

The  customer  keeps  jobs  in  his  own  country; 
but  he  often  has  to  pay  a  higher  price  since 
the  co-produced  parts  mean  extra  tooling  and 
plant  costs  plus  the  fact  that  his  own 
industry  is  starting  to  produce  at  the 
beginning  of  the  learning  curve. 

This  added  expense  to  a  developing  country 
may  be  well  worth  the  cost  if  the  country 
places  a  high  priority  on  upgrading  capacity# 
attaining  skilled  workers#  and  acquiring  under¬ 
standing  of  advanced  technology.  The  co¬ 
production  here  is  mainly  for  the  purpose  of 
educating  and  establishing  an  industrial  base. 

For  a  developed  country  which  already  has 
an  advanced  industrial  base#  the  co-production 
effort  could  be  categorized  as  a  form  of  off¬ 
set  inasmuch  as  it  serves  to  divert  some  of  the 
purchase  price  back  into  its  own  economy.4 

Vandevanter  does  not  make  that  fine  distinction 
between  offsets  and  coordinated  production  and 
includes  the  concept  of  offset  within  the  idea  of 
coproduction.  He  notes  that#  "the  aim  of  coordinated 
production  is  to  pool  the  efforts  of  several  nations 
to  build  an  identical  article.  Though  collaboration 
on  a  major  item  of  hardware#  such  as  a  tank,  would 


4Howard  N.  Fish#  op.  cit.#  p.  24. 


incidentally  contribute  considerably  to  standardiza¬ 
tion/  the  emphasis  would  be  on  the  economies  of 
production— efficiency  through  quantity  runs,  speciali¬ 
zation  in  component  manufacture,  and  the  sharing  of 
overhead  burdens  and  of  research  and  development 
costs.  .  .  .  The  concept  of  coordinated  production 
draws  its  value  from  the  belief  that  it  can  be  bene¬ 
ficial  to  all  the  parties  involved,  buyers  as  well  as 
sellers. "5 


Significance  of  Offsets  to  Arm  Sales 

The  appeal  of  offsets  to  both  governments  and 
industry  becomes  readily  apparent.  Advantages  in 
economies  of  scale,  standardization,  technology 
transfer,  industrial  expansion  and  technical  develop¬ 
ment  are  but  a  few  of  the  advantages .  Vandevanter 
goes  right  to  the  heart  of  the  matter. 

The  biggest  advantage  of  coordinated 
production  that  its  proponents  cite  is  the 
reduction  in  the  cost  of  weapons.  As  nations 
combine  to  buy  large  quantities  of  a  single 
item,  they  profit  from  the  economies  of  scale. 
Their  sharing  the  burden  of  research,  develop¬ 
ment,  engineering  and  testing  will  also  help 
lower  the  cost  of  the  end  product.  Then,  too, 
it  has  been  pointed  out  that  the  smaller 
nations,  whose  industries  could  not  produce 
entire  weapon  systems,  and  who  might  well  be 
squeezed  out  in  unrestricted  competition  among 


^Elliott  Vandevanter,  Jr.,  International 
Logistics:  Interallied  Collaboration  In  WesoSna 
Production  (Washington,  D.ri. :  industrial  College 
of  the  Armed  Forces,  1967) ,  p.  6. 


the  big  manufacturers ,  could  participate  in 
NATO-wide  programs  as  subcontractors . 6 

Fish  acknowledges  the  impelling  reasons  for 
entry  into  offset  arrangements  from  the  negative 
perspective  of  DOD  policy.  Nevertheless,  the  signifi¬ 
cance  of  this  form  of  international  exchange  is  clear. 

With  exceptions  which  1  will  note  later, 

DOD  prefers  that  foreign  military  sales  be 
negotiated  without  "offset"  procurement  arrange¬ 
ments  wherever  possible.  The  DOD  enters  such 
arrangements  reluctantly  and  only  at  the 
insistence  of  the  foreign  customer.  This 
insistence  has  been  fostered  by:  (1)  the 
customer's  need  to  come  up  with  same  type  of 
"condensation"  program  to  get  legislative 
support  at  home  for  the  purchase;  (2)  the 
knowledge  that,  for  some  defense  items  at  least, 
there  was  a  competition  in  the  wings  eager  to 
sell;  (3)  the  customer's  need  to  funnel  some 
part  of  the  production  of  the  item  to  its  own 
defense  industry  because  of  (a)  employment 
needs,  (b)  technology  acquisition,  and  (c)  the 
need  to  maintain  a  native  defense  industrial 
capacity.  There  is  increased  pressure  on 
customers  to  get  an  offset  program  in  today's 
competitive  environment. 

The  USG  (united  States  Government) , 
besides  recognizing  the  above  pressures, 
is  increasingly  aware  of  the  need  to  reduce 
overall  free-world  defense  expenditures  while 
maintaining  high  combat  readiness.  The  USG 
believes  that  savings  can  be  made  by  increased 
"standardisation”  and  "rationalization"  among 
RATO  nations,  i.e. — each  should  concentrate  on 
doing  what  it  does  best  rather  than  spend  in 
areas  of  redundant  research,  development  and 
production.  To  achieve  this  all  the  Western 
Rations  including  the  United  States  must  be 
willing  to  "standardize"  around  the  more 
effective  defense  systems. 

This  rationalisation  is  mking  the  USG 
sore  flexible  in  regard  to  "offset*  in  RATO. 


*Rlliott  Vandeventer,  Jr.,  op.  eit. ,  p.  5. 
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The  idea  of  "offset”  itself  is  changing.  In 
the  past  it  often  meant  customer  participation 
in  production  of  the  item  being  purchased,  now 
it  is  becoming  (a)  "reciprocal  procurement” 
i.e.,  customer  and  U.S.  procurement  of  entire 
systems  from  each  other  as  in  the  U.S.—  C.K. 
Memorandum  of  Understanding  (MOU)  currently  being 
implemented,  or  (b)  massive  co-production  as  in 
the  present  F-16  consortium  arrangement.  The 
present  Swiss  F-5  offset  arrangement  seems  to 
bridge  this  difference:  the  Swiss  will  compete 
to  win  subcontracts  both  within  and  outside  the 
F-5  program  with  North rup  and  General  Electric, 
and  if  need  be,  the  USG  may,  under  defined 
circumstances,  offer  to  Swiss  industry  the 
opportunity  to  compete  competitively  for  prime 
DOD  contracts.  The  U.S.  contractors  will  also 
assist  Swiss  industry  in  its  efforts  to  find 
markets  in  the  U.S.  and  in  third  countries. 

This  is  a  new  approach. ? 

In  a  report  on  benefits  and  drawbacks  of  U.S. 
participation  in  military  cooperative  research  and 
development  programs  with  allied  countries  the 
Comptroller  General  gave  a  broader  perspective  that 
was  not  restricted  to  the  NATO  alliance. 

Department  of  Defense  (DOD)  policies 
regulating  international  cooperative  research 
and  development  provide  for  maximum  coordina¬ 
tion  of  U.S.  technical  objectives  and  programs 
with  those  of  our  allies.  The  purpose  is  to 
strengthen  military  alliances  and  to  better 
use  free  world  technical  and  economic  resources 
made  available  for  military  purposes. 

In  international  cooperative  research  and 
development  programs,  the  United  States  and  one 
or  more  of  its  allies  join  together  to  fulfill 
a  common  requirement,  sharing  cost  and  effort 
in  predetermined  ratios  with  each  participant 
receiving  full  rights  to  the  program  results. 
These  programs  are  also  called  joint  inter¬ 
national  research  and  development  programs. 


7Howard  M.  Fish,  op.  cit. ,  pp.  24-25. 


The  policies  provide  for  u.S.  participa¬ 
tion  in  cooperative  research  and  development 
only  when  it  is  in  the  overall  best  interests 
of  the  United  States.  The  principal  goals 
contained  in  000  Directive  3100.3  are  as 
follows : 

1.  To  make  the  best  equipment  available 
to  the  United  States  and  its  allies  as 
possible. 

2.  To  increase  the  effectiveness  of  the 
scientific  and  technical  resources  of  the 
United  States  and  its  allies ,  especially 
by  eliminating  unnecessary  and  wasteful 
duplicated  effort. 

3.  To  standardize  equipment  as  much  as 
possible. 

4.  To  create  closer  military  ties  among 
the  allies. 

The  policies  restrict  cooperation  to  those 
programs  which  satisfy  a  military  need  and 
provide  the  United  States  with  design  and 
production  rights  equivalent  to  those  secured 
from  domestic  sources.  Moreover,  preference 
is  to  be  given  to  programs  not  adversely 
affecting  the  U.S.  balance  of  payments. 8 

McLaren  listed  goals  for  research,  development, 
and  production  from  the  NATO  perspective.  He  says  the 
following : 

Increased  NATO  cooperation  in  research  and 
development  has  been  an  announced  objective  of 
the  United  States  for  many  years.  Our  goal  is 
to  achieve  the  best  possible  utilization  of  the 
scientific  and  technical  resources  of  our  Allies 
in  satisfying  requirements  for  increasingly  com¬ 
plex  and  costly  military  equipment  and  to  avoid 


®U.S.  Comptroller  General,  Benefits  and  Draw¬ 
backs  of  U.S.  Participation  in  Military  Cooperative 
Research  and  Development  Programs  with  AllieJ 
Countries,  Report  to  the  Congress  (Washington,  D.C., 

irmrpp.  5-6. 
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duplication  of  R  &  D  efforts  within  the 
Alliance.  We  want  to  achieve  standardiza¬ 
tion  of  military  equipment  within  NATO 
wherever  compatible  with  operations  and 
logistics.  Where  standardization  cannot 
be  achieved,  we  want  compatibility  in 
operations  and  interchangeability  of  high- 
density  components  and  high-volume  con¬ 
sumables  in  logistics.9 

Cattledge  and  Knudsen ,  in  their  analysis  of 
the  F-104  coproduction  projects  noted  four  economic 
advantages  that  flowed  to  the  United  States  as  prime 
developer  and  contractor  in  a  coproduction  agreement. 
They  were: 

1.  Direct  military  sales. 

2.  Reverse  gold  flow 

3.  Assistance  in  the  development  of  new 
design  technology. 

4.  Royalties  and  patent  rights.10 

Perhaps  the  considerations  that  should  go  into 
an  offset  proposal  are  best  stated  by  Fish  from  a 
U. S.  point  of  view. 


9 William  D.  McLaren,  United  States  Defense 
Industry  Guide  for  Conducting  Business  with  NATO 
Organizations  and  Member  Countries  (Washington, D.C. , 
U.S.  Government  Printing  Office,  i971) ,  p.  15. 

10Morris  B.  Cattledge  and  Larrie  F.  Knudsen, 
"Foreign  Military  Sales:  United  States  Involvement 
in  Coproduction  and  Trends  Toward  Codevelopment" 
(Master's  thesis.  School  of  Systems  and  Logistics, 
Air  Force  Institute  of  Technology,  1969) ,  p.  63. 
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In  summary,  the  benefits  and  burdens  of 
co-production  are  receiving  much  thought  and 
attention.  On  the  one  hand.  Governments  seek 
to  lessen  their  dependence  on  foreign  sources 
of  supply  and  to  broaden  their  industrial 
base.  On  the  other  hand,  we  must  be  cognizant 
of  our  own  economic  present  and  future,  and 
the  health  of  our  own  defense  production.  At 
times  it  is  to  be  encouraged,  at  times  dis¬ 
couraged.  Simply  put,  it  is  an  area  in  which 
we  cannot  generalize.  Each  case  is  unique. 

In  each  we  must  examine  the  benefits,  examine 
the  burdens,  and  ask  ourselves,  "What  best  ... 
serves  U.S.  national  interests  in  this  case?1'1’ 


How  This  Research  Addresses  the  Problem 

The  body  of  this  dissertation  is  structured  to 
take  the  reader  through  this  research  experience  from 
beginning  to  the  successful  conclusion.  Researching 
the  literature  presented  the  initial  problem  in  even 
starting  the  study.  Due  in  part  to  the  relative  new¬ 
ness  of  this  entire  field  there  was  no  concise  and 
consolidated  body  of  knowledge  to  reference.  The 
research  effort  encompassed  cooperative  research  and 
development,  coordinated  and  joint  production  efforts, 
foreign  military  sales,  international  cooperative 
logistics,  technology  transfer,  arms  transfers,  peace 
and  disarmament  studies,  balance  of  payments, 
production/share  costing,  national  stability  and 
various  treaties.  Leads  were  found  and  pieced 
together  into  the  historical  evolution  of  offset 

13,Howard  M.  Fish,  op.  cit.,  p.  30. 


agreements  that  is  told  in  Chapter  Two. 

A  side  issue  arose  during  the  literature 
search  as  to  who  is  responsible  for  the  various 
aspects  of  a  potential  offset  agreement.  That 
information  was  ferretted  out  and  is  also  presented 
in  Chapter  Two  in  a  section  entitled  "Responsibility 
for  National  Objectives." 

A  consideration  thought  important  in 
evaluating  offsets  was  the  question  of  national 
stability.  The  issue  is  raised  in  the  historical 
development  in  Chapter  Two  and  carries  through  the 
remainder  of  the  research  as  a  major  substudy  to  this 
effort. 

Once  the  historical  perspective  has  been 
established  the  design  of  the  investigation  is 
covered  in  detail.  In  the  particular  case  of  this 
research  it  would  almost  be  correct  to  say  that  the 
design  of  two  investigations  is  covered  in  detail. 

The  development  of  the  Model  for  the  Evaluation  of 
Offset  Proposals  in  International  Arms  Transfers  is 
meticulously  described.  Then  the  same  attention  is 
given  to  the  development  of  the  Model  for  National 
Stability.  Chapter  Three  closes  with  a  discussion  of 
the  choice  of  the  statistical  technique/  the  methods 
used  to  accumulate  the  data  so  that  the  research 
could/  if  necessary/  be  widely  replicated/  a 


reiteration  of  the  objectives  of  the  research  and  a 
description  of  the  data  systems  used  in  the  study. 


The  models  in  usage,  the  data  and  the  analysis 
from  rudimentary  statistics  to  sophisticated  state¬ 
ments  of  significance  are  addressed  in  Chapter  Four. 

The  research  conclusion  including  significance 
and  generalization  of  the  results  are  explored  in  the 
fifth  chapter.  The  study  closes  with  the  suggestions 
for  further  research  that  emerged  during  the  investi¬ 
gation  and  a  final  summary  of  the  importance  of  this 
work. 


Definitions  of  Key  Terms  and  Concepts 

Acceptance,  Letter  of  Offer  is  the  O.S. 

Department  of  Defense  (DD)  Form  1513  Offer  and 

Acceptance  by  which  the  U.S.  Government  offers  to 

sell  to  a  foreign  government  or  international 

organization  defense  articles  and  defense  services 

pursuant  to  the  Foreign  Military  Sales  Act,  as 

amended.  The  DD  Form  1513  lists  the  items  and/or 

services,  estimated  costs,  the  terms  and  conditions 

of  sale,  and  provides  for  the  foreign  government's 

12 

signature  to  indicate  acceptance. 

12 James  T.  Coleman,  et  al.,  "On  Sons  Aspects 
of  Foreign  Military  Sales"  (research  report.  Air 
Command  and  Staff  College,  Air  University,  Maxwell 
Air  Force  Base,  Alabama,  1975),  p.  196. 
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Access  Rights  are  the  right  for  military 
aircraft  to  land  at  particular  air  bases  or  civil 
aerodromes  and  be  serviced.  Requirements  and 
protocol  for  civil  aircraft  are  covered  by  the 
agreements  of  the  International  Civil  Aviation 
Organization. 

Arms  Transfers  are  defined  as  the  exchange 

of  defense  articles  and  defense  services  such  as 

arms,  ammunition  and  implements  of  war,  including 

components  thereof  and  the  training,  manufacturing 

licenses,  technical  assistance  and  technical  data 

related  thereto  provided  by  the  government.  For 

the  U.S.  government  they  are  provided  under  the 

Foreign  Military  Sales  Act,  as  amended;  other 

statutory  authority;  or  directly  by  commercial  firms 

to  foreign  countries,  foreign  private  firms  or  to 

13 

international  organizations . 

Balance  of  Payments  is  a  system  of 
accounting  which  attempts  to  record  all  economic 
transactions  between  the  residents  of  a  country 
and  residents  of  foreign  countries  during  a  given 
period.  A  balance  of  payments  statement  classifies 
and  summarizes  the  transactions  in  a  way  which 
shows  the  major  sources  of  receipts  and  the 
principal  types  of  payments.  The  main  categories 

x 3 James  T.  Coleman,  op.  cit.,  pp.  199-200. 
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for  recording  transactions,  as  standardized  by  the 
International  Monetary  Fund  are  goods  and  services , 
transfer  payments,  and  capital  and  monetary  gold.14 

Buy  America  Act  of  1933  (41  USC  lOa-d)  is  a 
government-wide  procurement  policy  to  restrict  con¬ 
tract  awards  for  foreign  articles,  materials  and 


supplies . 


Code ve lot 


it  is  the  foreshortened  form  of 


cooperative  research  and  development. 

Coproduction  is  the  foreshortened  form  of 
coordinated  production  and  involves  both  the  transfer 
of  manufacturing  technology  and/or  sharing  of  produc¬ 
tion  of  a  system.16 

Developed  Country  is  a  country  so  designated 


by  the  U.S.  Treasury  Department  in  applying  an 
interest  equalization  tax  and  listed  in  section  1  of 
Executive  Order  11285,  10  June  1966.  All  countries 
not  listed  are  less  developed.17 


Stefan  H.  Robock  and  Kenneth  Simmonda, 
International  Business  and  Multinational  Enterprises 
OSomewbod,  llllnolsY  klchard  D.  Irw 
pp.  70-73. 

15 Arthur  8.  Leach  and  Dennis  H.  Majkowski, 

"An  Analysis  of  the  F-16  Offset  Commitment"  (Master's 
thesis.  Air  University,  1975),  p.  136. 

16 Ibid. 
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et  al.,  op.  cit.,  p.  211. 


Elite  is  the  upper  or  ruling  class  within  a 


society. 

Foreign  Military  Sales  (FMS)  refers  to  reim- 
bursable  sales  of  defense  articles  and  services  to 
foreign  governments  and  international  organizations 
under  the  authority  of  the  Foreign  Military  Sales 
Act  or  successor  legislation.  ■  Included  are  cash  sales 
from  the  Department  of  Defense  (DOD)  inventories# 
procurement  by  DOD  for  cash  sales,  credit  sales,  and 

la 

DOD  guarantees  of  private  financing  of  credit  sales. 

Grant  Aid.  See  Military  Assistance  Program. 

IBRD  is  the  acronym  for  the  International 

Bank  for  Reconstruction  and  Development. 

International  Cooperative  Logistics  is  a 

system  that  assures  continuing  and  effective  support 

of  military  equipment  by  one,  or  more,  friendly  govern 

ment(a),  usually  the  seller.  Applies  to  the  United 

States  and  the  integration  of  foreign  customer 

19 

requirements  into  the  DOD  logistics  system. 

Support  may  include  technical  training  and  education, 
parts  and  stockage,  transportation  methods,  technical 

18 

Jack  Lester  McChesney,  "The  Evolution  of 
the  Foreign  Military  Sales  Program  and  Its  Impact  on 
Defense  Procurement  Policies  and  Procedures  IDoctoral 
dissertation,  George  Washington  University,  1976) , 
p.  7. 
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LeRoy  j.  Baugh,  International  Logistics t 
Foreign  Military  Sales  (Washington,  57577  industrial 
College  of  the  Armed  Forces,  1967),  p.  19. 


advisors  and  appropriate  cataloging  and  distribution 
systems . 


Joint  production  is  an  agreement  between  two 
or  more  nations  to  produce  the  same  product  to  the 
same  specifications  on  complete  and  separate  produc¬ 
tion  lines. 

Lend  Lease  Program  of  1941  was  a  program 
established  during  World  War  II  to  provide  the  sale, 
loan,  lease,  exchange  or  other  disposition  of  any 
defense  article  to  any  government  deemed  vital  to 
U.S.  security. 

Lesser  Developed  Country.  See  Developed 

Country. 

Memorandum  of  Understanding  (MOP)  is  the 
agreement  between  the  U.S.  government  and  a  foreign 
government  or  international  organization  that  out¬ 
lines  the  conditions  for  acquisition  of  military 
equipment.20 

Military  Assistance  Advisory  Group  (MAAG)  is 
the  first  level  of  contact  in  all  requests  for 
assistance  from  a  foreign  government.  A  HAAG  is 
staffed  with  members  of  the  military  departments  but 
is  assigned  to  the  diplomatic  mission.  There  is 
one  assigned  to  each  country  with  which  the  U.S. 

20Arthur  S.  Leach  and  Dennis  H.  Majkowski, 
op.  cit.,  p.  136. 


has  diplomatic  relations 


Military  Assistance  Program  (MAP) ,  also 

known  as  grant  aid,  refers  to  the  transfer  of  defense 

articles  and  services  to  foreign  governments  and 

international  organizations  under  the  authority  of 

the  Foreign  Assistance  Act  or  successor  legislation, 

for  which  the  United  States  receives  no  monetary 
21 

reimbursement . 

Marshall  Plan  is  the  Economic  Cooperation  Act 
of  1948.  It  was  the  U.S.  grant  aid  program  for  the 
reconstruction  of  Europe  following  World  War  II. 

Mass  is  the  working  class  element  of  a 
society.  It  includes  the  middle  classes  in  those 
societies  where  one  has  developed. 

NATO  is  the  acronym  for  the  North  Atlantic 
Treaty  Organization. 

National  standards  are  the  systems  of  weights 
and  measures  adopted  by  a  nation  as  well  as  the 
methods  of  sizing  or  grading  sheet  metals,  plate, 
wire,  electronic  components  and  engineering  drawings. 

Offset  is  the  procedure  established  to  allow 
a  foreign  government  to  diminish  the  amount  paid  for 
procurements  from  U.S.  contractors.  Generally,  the 
items  are  related  to  defense.  Offsets  vary.  They 


21Howard  M.  Fish,  op.  oit.,  p.  23 
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nay  Include  the  shared  costs  and  efforts  in  inter¬ 
national  cooperative  research  and  development  (co- 
development)  programs  with  each  participant  receiving 
full  rights  to  the  programs.  They  may  include 
coordinated  production  (coproduction)  programs  with 
each  participant  sharing  in  the  advanced  technology, 
learning  curves,  attainment  of  skilled  workers  and 
production  processes,  production  and  profits  from 
third  country  sales.  Or  most  simply  they  may  include 
joint  agreements  to  purchase  off-the-shelf  items  from 
each  other.  An  individual  offset  proposal  may  include 
total  weapon  system  development  from  basic  research 
to  final  sales  or  be  limited  to  selected  portions 
thereof.  In  coproduction  agreements  there  are  both 
direct  and  indirect  offsets.  Direct  offsets  are  the 
procurement  value  that  derives  from  participation  in 
research,  development  or  production  of  the  military 

equipment.  Indirect  offsets  derive  f rom  the  value 

22 

of  all  other  procurements. 

Overflight  Rights  are  the  rights  for  military 
aircraft  to  overfly  a  particular  nation.  Civil  air¬ 
craft  are  covered  by  the  agreements  explicit  in  the 
International  Civil  Aviation  Organization  for  most 


2 2 Arthur  s.  Leach  and  Dennis  H.  Majkowski, 
op.  cit.,  p.  136. 


nations.  Political  confrontations  nay  cause  some 
additional  requirements. 

Rao's  V  is  a  statistical  technique  used  to 
increase  the  degree  of  variability  between  two  groups 
to  make  them  as  distinct  as  possible.  The  method 
chooses  those  variables  that  will  increase  the 
distance  between  group  means  or  centroids  to  the 
maximum  extent  possible. 

Readiness  is  the  ability  of  the  armed  forces 
of  a  nation  to  wage  war  without  an  extensive  period 
of  preparation. 

SHAPE  is  the  acronym  for  Supreme  Headquarters 
Allied  Powers  Europe. 

SIPRI  is  the  acronym  for  the  Stockholm 
International  Peace  Research  Institute. 

Stability  is  the  ability  of  a  society  to 
maintain  its  cohesiveness,  institutions  and 
governing  apparatus  over  time. 

Technology  is  most  usefully  defined  in  terms 
of  a  spectrum  ranging  from  scientific  publications 
and  exchanges,  at  one  end,  to  proprietary  informa¬ 
tion  and  professionally  qualified  people,  at  the 
other.  It  is  embodied  in  one  of  four  primary  format 
publications,  products,  proprietary  information  and 
people.  The  different  forms  represent  higher  and 
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higher  levels  and  increasing  value. 

Technology  Transfer  is  the  process  by  which 
a  given  technique  of  know-how  that  transforms  labora¬ 
tory  discoveries  into  industrial  production  is  sUb- 

24 

stantially  moved  from  one  set  of  users  to  another. 
Objectives  of  this  Research 


Overall  Objective 

Operations  research  is  the  approach  to 
decision  making  which  asks  specific  questions 
about  objectives  and  about  controllable  and 
uncontrollable  input  variables,  and  seeks  to 
build  mathematical  models  to  describe  the 
systems  in  which  these  input  variables  and 
output  objectives  interact.  Its  purpose  is 
to  help  management  make  rational  decisions. 

It  should  be  kept  in  mind  that  operations 
research  neither  eliminates  nor  diminishes 
the  importance  of  the  experience  of  indivi¬ 
dual  managers  and  the  intuitions  and  instincts 
bom  of  that  experience.  Rather,  operations 
research  encourages  managers  to  use  these 
often  immensely  valuable  assets  in  a  rational 
way  at  the  appropriate  points  in  the  decision 
making  process  as,  for  example,  in  delineating 
objectives,  defining  an  appropriate  value 
system,  identifying  possible  courses  of  action. 
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J.  Kenneth  Fasick,  "International  Sales: 
Perspectives  on  Technology  Transfers  and  Contractual 
Obligations"  in  Proceedings  of  the  1976  International 
Conference  on  Procurement  and  Grants  Management  Held 
at  the  6oar ' s  Head  tnn,  Charlottesville .  Virginia, 
April  2&-30,  (Charlottesville:  University  of 

Virginia  Conference  on  Procurement  and  Grants  Manage¬ 
ment,  1976),  p.  39. 
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and  assigning  subjective  probabilities  to 
events  or  situations  where  available  informa¬ 
tion  is  incomplete. «5 

In  consonance  with  that  rationale  and 
remaining  mindful  of  the  limitations  of  the  approach, 
the  overall  objective  of  this  research  is  to  provide 
a  mathematical  model  that  can  be  used  to  objectively 
evaluate  the  likelihood  of  implementation  or  non- 
implementation  of  offset  proposals  over  a  spectrum 
of  potential  actions  within  long-range  foreign 
policy  goals. 

The  Past:  Results  of  Previous 
Codevalopment  and  Coproduction 
Agreements 

Prior  agreements  for  codevelopment  and 
coproduction  have  had  a  varied  history.  That  history 
is  covered  extensively  in  Chapter  Two  and  it  provides 
a  fertile  ground  for  research.  This  research  utilizes 
that  history  to  study: 

(1)  The  outcome  (implemented  or  non- 
implemented)  of  previous  cooperative 
research  and  development  and  coordinated 
production  agreements  in  the  inter¬ 
national  arms  transfer  market. 

(2)  The  relationship  of  various  market 

25 

Samuel  B.  Richmond,  Operations  Research 
for  Management  Decisions  (New  fork :  The  Ronald 
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factors  such  as  gross  national  product 
and  balance  of  payments  to  outcomes  of 
previous  cooperative  research  and 
coordinated  production  agreements  in 
the  international  arms  market. 

(3)  The  political  aspects  of  environment 
that  affect  arms  transfers  such  as 
treaty  obligations,  governmental 
stability  and  the  aspirations  of  lesser 
developed  countries  (LDCs)  that  the 
U.S.  government  wishes  to  keep  in  its 
sphere  of  influence. 

(4)  The  national  security  aspects  of 
environment  that  must  be  considered  in 
international  arms  transfers  such  as 
strategic  and  tactical  readiness  impacts 
and  protection  of  technological 

ad  vault  age . 

The  data  extracted  is  then  utilized  to 
formulate  a  mathematical  model  that  fits  the  known 
results  of  those  past  codevelopment  and  coproduction 
efforts . 

The  Present:  Development 
of  the  Descriptive  Model 

The  past  provides  a  torch  for  looking  forward 
into  the  future.  It  does  not,  and  cannot,  provide  a 
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clear  cut  answer  to  what  the  problems  of  the  present 
or  future  will  be.  But  it  allows  us  to  formulate 
hypotheses  of  possible  areas  into  which  we  may  direct 
our  efforts.  The  hypothesis  of  interest  formulated 
in  this  study  is: 

Political  preferences ,  economic 
factors  and  national  security  con¬ 
siderations  can  be  combined  into 
a  mathematical  model  for  offset  proposal 
analysis. 

In  evaluating  this  hypothesis  this  research 
attempted  to  answer  the  following  related  questions: 

(1)  Can  a  mathematical  model  be  developed 
that  would  have  described  the  likelihood 
for  implementation  of  past  offset 
proposals  within  national  policy  guide¬ 
lines? 

(2)  Can  the  model  developed  in  (1)  be 
utilized  as  a  tool  in  the  evaluation 
of  future  offset  proposals? 

Value  of  this  Research 

The  optimal  use  of  national  resources  is  an 
important  management  decision  for  government  policy 
makers.  In  the  national  security  arena  resource  use 
is  not  simply  determined  by  a  delineation  of  desired 
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force  levels.  Any  optimal  solution  must  include 

national  foreign  policy  goals ,  governmental  and 

commercial  economic  objectives  and  considerations 

for  the  security  of  weapons  systems  and  ultimately 
26 

the  nation.  The  interaction  of  these  concerns 

varies  between  complementary  and  oppositional. 

The  mixture  at  any  particular  time  will  determine 

the  optimal  solution  to  the  security  resource 

27 

allocation  problem. 

The  employment  of  cooperative  research  and 
development  and  coordinated  production ,  otherwise 
known  as  offset  agreements  or  arrangements ,  has  the 
potential  for  redistributing  the  total  resource 
investment  necessary  for  maintaining  a  desired  level 
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An  informative  discussion  of  the  inter¬ 
action  of  political,  economic  and  national  security 
(military)  objectives  is  contained  in:  Stanley 
Lester  Dolins,  "The  Economic  Allocation  of  Share- 
Costs  in  Joint  International  Ventures:  An  Examina¬ 
tion  of  the  NATO  and  OECD-DAC  Experience"  (Doctoral 
dissertation.  University  of  Colorado,  1965) ,  pp.  62- 
68. 
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Optimal  resource  allocation  is  an  ongoing 
economic  problem  that  must  be  solved  by  both  indivi¬ 
duals  and  nations.  It  is  discussed  in  "guns  and 
butter"  terms  in  both  of  the  following  works:  Armen 
A.  Alchian  and  william  R.  Allen,  Exchange  and  Pro¬ 
duction  Theory  in  Use  (Belmont,  California: 

Wadsworth  Publishing  Company ,  Inc.,  1969),  pp.  3-10; 
see  also  Paul  A.  Samuelson,  Economics :  An  Intro¬ 
ductory  Analysis  (6th  ed .;  New  York:  McGraw-Hill 
Book  Company,  1964) ,  pp.  17-23. 
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of  national  security.  A a  in  the  overall  national 

security  picture/  foreign  policy  decisions  and  non* 

fiscal  security  considerations  join  economic  pressures 

in  determining  the  feasibility  of  participating  in  an 

29 

offset  arrangement.  How,  then/  given  a  specific 
snapshot  in  time/  do  nations  weigh  the  various  con¬ 
siderations  that  contribute  to  a  decision  of  whether 
or  not  to  participate  in  an  offset  agreement?  How 
do  they  ensure  that  the  arrangement  will  fit  into 
the  long  range  national  foreign  policy  objectives? 

How  do  they  determine  whether  or  not  to  risk  the 
technological  advantages  that  contribute  to  the 
superiority  of  a  weapon  system  and  the  strength  of 
national  security?30  This  research  attempts  to 
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Cost  reduction  and  cost  sharing  is  addressed 
extensively  in  Harry  Robert  Biederman,  "The  Influence 
of  Decreasing  Costs  on  International  Trade  and  Coopera¬ 
tion  in  Aerospace  Products"  (Doctoral  dissertation, 
Columbia  University,  1968),  pp.  6-20  and  pp.  136-142. 

29 

Factors  impelling  countries  toward  coopera¬ 
tive  enterprises  are  addressed  extensively  in  Langford 
Wheaton  Smith,  Jr.,  "An  Approach  to  Costing  Joint  Pro¬ 
duction  Based  on  Mathematical  Programming  with  an 
Example  from  Petroleum  Refining"  (Doctoral  dissertation, 
Leland  Stanford  University,  1962),  pp.  1-32,  61-95,  and 
136-176;  see  also  Harry  Robert  Biederman,  op.  cit., 

pp.  6-10. 

30A  discussion  of  macro-  and  micro-economic 
factors  is  contained  in  Howard  Ivan  Lukens,  "Co¬ 
production  Within  the  United  States  Helicopter  Industry" 
(Doctoral  dissertation,  George  Washington  University, 
1975),  pp.  399-409.  Technology  transfer  is  addressed 
extensively  in  Moonsong  Oh,  "The  Role  of  International 
Corporations  in  the  Transfer  of  Technology  to 
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supply  a  part  of  the  answer  to  those  questions. 

Offset  arrangements  are  generated  by  projects 
that  are  intrinsically  expensive.  That  has  been  the 
prime  factor  that  in  the  past  has  impelled  companies 
and  nations  into  cooperation  and  joint  ventures. 
Inexpensive  technological  advantages  are  seldom 
risked  or  shared. ^  The  problem  that  exists  for 
national  government  is  to  determine  the  appropriate¬ 
ness  of  an  offset  proposal  in  terms  of  foreign  policy 
goals ,  economic  objectives  and  fiscal  and  non-fiscal 
security  considerations. 

This  paper  proposes  to  develop  a  mathematical 
model,  based  upon  historical  data,  that  can  be  used 
as  a  management  tool  to  aid  in  prioritizing  potential 
offset  arrangements .  There  are  specific  advantages 
to  be  expected  from  such  a  model.  Modern  weapon  sys¬ 
tems  have  long  lead  times  and  high  production  costa. 
Economies  of  scale  can  only  be  achieved  through  the 
economies  of  large  production  runs.  Achieving  these 
economies  may  depend  on  multi-nation  purchases  of  a 

Developing  countries"  (Doctoral  dissertation, 
University  of  Pennsylvania,  1970) j  see  also  David 
John  Teece,  "The  Multinational  Corporation  and  the 
Resource  Cost  of  International  Technology  Transfer" 
(Doctoral  dissertation.  University  of  Pennsylvania, 
1975),  pp.  1-2,  101-132  and  178-189. 

3^The  writings  of  Dolins,  op.  cit. ,  pp.  1-32 
and  Biederman,  op.  cit,,  pp.  6-10  are  excellent 
references  for  background  on  impelling  factors  toward 
offset  arrangements. 


system.  A  model  that  can  distinguish  between  the 
likelihood  of  implementation  or  nonimp lamentation  of 
an  offset  proposal  early  in  the  developmental  process 
can  help  to  prevent  the  expenditure  of  development 
and  procurement  resources  on  a  project  that  is  not 
likely  to  be  implemented. 


Chapter  Two 


THE  EVOLUTION  OF  OFFSETS 

Americans  comprise  a  nation  dedicated  to 
business  and  as  such  the  United  States  government 
has  been  prone  to  smile  kindly  on  the  purely 
capitalistic  venture  of  turning  a  profit.  Such  has 
not  always  been  the  case  with  cooperative  ventures 
even  though  historical  accounts  of  such  activities 
are  plentiful.  In  the  past  it  has  been  "natural"  for 
the  United  States  government  to  promote  individuals 
or  industries  that  sought  to  produce  for  outright 
sales.  The  acceptance  of  a  concept  of  shared  develop¬ 
ment  and  production,  first  nationally  and  later  inter¬ 
nationally,  has  not  been  as  readily  apparent.  As  we 
learned  from  Fish  in  the  first  chapter,  ”...  DOD  pre¬ 
fers  that  foreign  military  sales  be  negotiated  without 
'offset'  procurement  arrangements  where  ever  possible."* 

This  chapter  will  guide  the  reader  through  the 
transition  from  single  producer,  to  joint  production, 
to  offsets.  Starting  in  World  War  II  with  the  fore¬ 
runner  to  domestic  coproduction,  the  Industry 

^Howard  N.  Fish,  ("Co-Production  and  Offset 
Arrangements  in  Security  Assistance  Programs"),  Speech 
presented  at  the  1976  International  Conference  on  Pro¬ 
curement  and  Grants  Management  held  at  the  Boar's  Head 
Inn,  Charlottesville,  Virginia,  April  28-30,  1976,  p.  24. 
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Integration  Committees  of  the  Amy  Ordnance  Department/ 
the  chapter  will  explore  those  forces  that  prompted 
cooperation  in  research  and  production.  It  will  explore 
the  evolution  in  thought,  both  in  government  and 
industry,  that  was  necessary  to  allow  the  current  ven¬ 
tures  in  codevelopment  and  coproduction.  We  will  see 
that  changes  in  patterns  of  thinking  followed  changes 
in  policy,  which  flowed  from  political,  national 
security,  economic  and  legal  concerns  of  government, 
that  in  turn  were  outgrowths  of  the  defined  areas  of 
responsibility  of  the  various  executive  agencies  of 
the  federal  government  and  of  commitments  to  interna¬ 
tional  treaty  organizations.  With  regard  to  policy, 
we  will  trace  the  transition  from  grant  aid  to  foreign 
military  sales  to  offsets  and  the  collateral  effects 
of  the  Buy  America  Act  and  concerns  for  Balance  of 
Payments  implications.  In  terns  of  concerns,  we  will 
look  at  political  considerations  including  the 
inadequately  defined  area  of  stability  and  at  the 
national  security  and  economic  factors  that  could 
have  impacts.  Mention  will  be  made  of  legal  concerns 
in  the  evolution  of  offsets,  but  that  specialized  area 
will  not  be  explored  in  depth  due  to  lack  of  legal 
expertise  by  the  researcher.  In  this  chapter  we  will 
explore  the  stated  responsibilities  of  the  Departments 
of  State  and  Defense  for  securing  national  objectives 
and  look  at  the  impacts  of  other  governmental  agencies 


and  the  effects  of  membership  in  international  treaty 
organizations.  Finally/  the  chapter  will  mention  some 
of  the  past  problems  encountered  in  the  evolution  of 
offset  agreements  and  highlight  other  related  areas 
for  research. 


Forerunners:  Industry  Integration  Committees 
of  the  Army  Ordnance  Department^ 


.  .  .  The  Uhited  States  faced  World  War  II 
with  an  industrial  system  not  equipped  for  war 
production,  and  with  few  prototype  facilities 
in  existence  which  could  be  used  as  patterns  for 
new  construction.  Entire  branches  of  industry 
had  to  be  created,  starting  with  the  very  exca¬ 
vation  for  the  plant.  There  was  much  talk  of  the 
ease  with  which  the  automobile  industry,  for 
example,  could  be  converted  to  tank  production, 
but  it  was  almost  completely  talk.  Except  for 
general  purpose  machine  tools,  some  items  of 
handling  equipment,  parts  of  conveyor  systems  and 
a  few  other  items,  conversion  in  practice  usually 
meant  shutting  down,  stripping  the  plant,  moving 
in  new  production  line  equipment  and  then  resuming 
operations . 3 

The  speed  with  which  American  industry 
mobilized  for  war  far  outstripped  the  estimates 
made  by  enemy  planners.  The  factors  which  made 
rapid  mobilization  possible  were  not  obvious, 
and  in  fact  were  not  recognized  in  advance  by 
either  friend  or  foe.  Many  of  the  arrangements 
and  devices  which  proved  highly  successful  in 
accelerating  industrial  mobilization,  and 
increasing  the  volume  of  production,  originated 
in  the  stress  of  feverish  activity,  and  were 
launched  without  careful  preplanning.  They 
sprang  from  circumstances,  and  the  hammering 


2 

All  references  in  this  section  of  the  chapter 
are  to  a  unique  work  by  George  Stirn  Quick,  "Industry 
Integration  Committees  of  the  Army  Ordnance  Department, 
(unpublished  Doctoral  dissertation.  University  of 
Michigan,  Ann  Arbor,  1954). 

3Ibid.,  p.  3. 


by  the  forces  of  later  circumstances #  the 
pounding  of  painful  experience #  forged  highly 
effective  tools  which  can  serve  well  in  any 
industrial  mobilization.* 

Quick's  analysis  is  illuminating.  In  effect#  in 
the  ammunition  industry  at  the  beginning  of  World  war  II 
there  was  no  broad-based  technology  for  the  production 
of  ammunition  and  other  ordnance.  In  fact#  it  was  vir¬ 
tually  non-existent.  What  few  prototypes  existed#  had 
to  be  models  for  the  expanded  industry.  And  production 
lines  required  complete  retooling  to  be  used  for  those 
products.  To  accomplish  all  of  that  in  a  coordinated 
fashion,  the  Army  Ordnance  Department  originated  a 
device  for  planning#  management  and  control  that  it 
called  the  Ordnance  Industry  Integration  Committee .4  5 
The  purposes  of  that  committee  were: 

...  to  provide  for  the  interchange  between  con¬ 
tractors  of  information  regarding  production 
techniques  and  processes#  to  consider  and  make 
recommendations  with  respect  to  problems  of  pro¬ 
duction  and  supply  of  materials  and  components# 
and  to  consider  and  recommend  measures  for  the 
best  integration  of  the  facilities  of  the  several 
manufacturers  so  as  to  obtain  mlmiaan  efficiency 
in  the  utilization  of  such  facilities 75  (My 
underlining.) 

Quick  cites  time  and  tempo  as  the  primary 


4 Ibid. #  pp.  5-6. 

5Ibid.#  p.  6. 

*L.  W.  Campbell#  Jr.  in  letter  to  Donald  M. 
Nelson#  Chairman,  War  Production  Board.  Ordnance 
Procurement  Instructions  56 .  Washington:  office# 
Chief  of  Ordnance#  1942#  p.  56A#  as  contained  in 
George  Stern  Quick#  op.  cit.#  p.  6. 
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assets  for  distribution  in  a  war  or  war  planning  economy 
and  does  not  directly  address  the  economic  resource 
allocation  problem.  Yet  it  seems  to  be  implicit  in 
his  writing.7  He  recognizes  that  "in  the  effort  to 
maximize  production,  it  is  necessary  to  make  the  most 
effective  possible  utilization  of  existing  facilities 

p 

and  means."  He  uses  an  example  of  brake  production 
in  different  factories  to  emphasize  his  point  on  best 
overall  objectives  and  thus,  unintentionally,  drives 

9 

home  the  necessity  for  economic  resource  allocation. 

He  ends  with  a  caution  that  emphasizes  the  ambivalence 

of  the  government  toward  cooperative  ventures. 

The  type  of  cooperation  and  mutual  exchange 
of  information  which  would  permit  the  result 
described  above  is  only  possible  when  the  inter¬ 
relationships  of  manufacturers  are  very  complete 
and  close.  Historically,  such  inter-relation¬ 
ships  have  been  viewed  with  great  suspicion  by 
the  government,  which  has  seen  in  them  an  easy 
avenue  to  the  establishment  of  monopolies  and  ,  Q 
of  concerted  activities  in  restraint  of  trade. 

Suspicion  on  the  part  of  government  for  indus¬ 
try  was  not  a  one-sided  affair,  but  was  fully  recipro¬ 
cated  by  the  business  community.  When  the  Chief  of 
Ordnance,  Lieutenant  General  Levin  W.  Campbell,  Jr. 
established  a  personal  advisory  staff  of  civilian 
business  leaders  in  1942,  they  enunciated  the  feeling 
in  a  letter  to  all  corporations  having  contracts  with 

7George  Stem  Quick,  op.  cit.,  pp.  9-10. 

8 Ibid. ,  p.  16.  8 Ibid. ,  p.  16.  10Ibid.,  p.  17. 
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the  Any  Ordnance  Department.  It  read  in  part: 

It  is  a  simple  statement  of  fact  that  for 
a  long  time  Industry  has  felt  that  in  its  dealings 
with  government  it  has  in  too  few  instances  been 
able  to  deal  with  executives  who  both  understood 
business  and  were  sympathetic  and  appreciative 
of  its  accomplishments.  Today  no  business  leader 
could  ask.  for  more  than  is  now  available  in  the 
Ordnance  Department. H 

Notwithstanding  the  mutual  distrust.  General 

Campbell  was  able  to  see  the  non-productive  aspects  of 

the  situation.  He  set  about  to  change  that  when  he 

assumed  the  duties  of  Chief  of  Ordnance.  The  framework 

for  cooperation  was  established  when  he  determined 

that  "...  one  of  the  primary  policies  of  the  Ordnance 

Department  will  be  to  secure  the  utmost  cooperation  and 

coordination  with  the  industrialists  upon  whom  we  must 

12 

rely  to  accomplish  our  objectives." 

General  Campbell  was  successful  in  implementing 
that  policy  and  establishing  a  sound  relationship 
between  the  Ordnance  Department  and  industry. 

The  industry  integration  committees  con- 
templated  by  (him)  were  soon  brought  into 
being.  Beginning  with  the  formation  of  the 


^ ^Excerpt  from  letter  by  Bernard  M.  Baruch, 
Lewis  H.  Brown,  Benjamin  F.  Fairless  and  K.  T.  Keller  to 
corporations  having  contracts  with  the  Army  Ordnance 
Department.  From  Levin  H.  Campbell,  Jr.,  The  Industry- 
Ordnance  Team  (New  York:  Whittlesey  House,  McGraw  Hill 
Book  Company,  Inc.,  1946),  p.  8,  as  contained  in  George 
Stern  Quick,  op.  cit.,  p.  36. 

12 

George  Stern  Quick,  op.  cit.,  p.  34,  taken 
from  Levin  H.  Campbell,  Jr.,  The  Industry-Ordnance  Team 
(New  York:  Whittlesey  House,  McGraw-Hill  &ook  Co.,  Inc. 
1946),  p.  6. 
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Mechanical  Time  Fuze  Committee  on  April  29, 

1942,  Ordnance  Industry  Integration  Committees 
were  quickly  formed  for  almost  every  major  item. 

On  V-E  Day  there  were  82  committees  functioning, 
covering  162  types  of  Ordnance  equipment  and 
combining  the  efforts  of  1,527  prime  contractors 
and  approximately  10,000  subcontract  producers.13 

The  extent  of  that  success  can  be  garnered  from 
a  request  to  satisfy  a  legal  question  from  the  Chief  of 
Ordnance  to  the  Chairman  of  the  War  Production  Board  on 
April  29,  1942.  That  request  also  establishes  the 
extent  of  manufacturer  cooperation  that  is  required  for 
any  successful  co-production  effort.  The  pertinent  para¬ 
graph  from  the  letter  reads  as  follows: 

The  purposes  of  such  committees  shall  be  to 
provide  for  the  interchange  between  contractors 
of  information  regarding  production  techniques  and 
processes;  to  consider  and  make  recommendations 
with  respect  to  problems  of  production  and  supply 
of  materials  and  components;  and  to  consider  and 
recommend  measures  for  the  best  integration  of 
the  facilities  of  the  several  manufacturers  so  as 
to  attain  maximum  efficiency  in  the  utilization  of 
such  facilities.  ....  Generally,  the  purpose 
will  be  to  make  commonly  available  to  each  manu¬ 
facturer  the  benefit  of  the  production  experience 
and  techniques  of  all  manufacturers  in  the  group, 
and  so  to  integrate  the  facilities  of  the  group 
as  to  attain  maximum  production  in  the  shortest 
possible  time.1* 

The  extent  to  which  this  was  carried  out  is 
reflected  in  a  report  by  the  Remington  Arms  Company 


13George  Stern  Quick,  op.  cit.,  p.  43,  taken 
from  Levin  W.  Campbell,  Jr.,  The  Industry-Ordnance 
Team  (.New  York:  Whittlesey  Bouse,  McGraw-Hill  Book  Co.  , 
Inc. ,  1946),  p.  118. 

^Ordnance  Procurement  Instructions  56,  Washing¬ 
ton  Office  of  the  chief  of  Ordnance,  1942,  p.  56  Al,  as 
contained  in  George  Stem  Quick,  op.  cit.,  p.  50. 
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on  its  contribution  to  the  war  effort.  That  report 
stated  that  "technical  information  on  all  Remington 
processes/  developments,  engineering  work,  designs, 
etc.  was  made  freely  available  to  the  Government  and 
all  members  of  the  industry."^5 

The  Industry  Integration  Committees  of  the  Army 
Ordnance  Department  were  formed  to  respond  to  a  situa¬ 
tion  or  outside  force,  the  two-front  war  in  Europe  and 
the  Pacific.  They  were  children  of  necessity.  The 
need  for  conservation  of  economic  resources  which 
spawned  them  was  driven  by  the  underlying  need  for 
political  survival.  They  responded  to  those  needs  by 
reordering  the  traditional  ways  of  doing  business  in 
America.  Resource  distribution  was  planned  across 
industries  rather  than  by  being  left  to  the  crucible 
of  market  pricing.  Government  sentiment  against 
cooperation  among  big  businesses  was  swept  aside  and 
laws  were  modified  in  the  interests  of  national  security. 
Technology  was  shared  among  producers,  old  and  new, 
large  and  small;  and  the  pioneers  in  an  industry  were 
expected  to  teach  the  newcomers  (.technology  transfer).. 
Jigs,  molds,  blueprints,  specifications  and  management 
techniques  were  shared  so  that  an  entire  industry  could 
coordinate  production  and  turn  out  finished  items  of 

15George  Stem  Quick,  op.  cit.,  p.  61.  Taken 
from  In  Abundance  and  On  Time,  1939-1943  (Bridgeport: 

The  Remington  Ex ns  Company,  inc.,  1944) ,  p.  29. 
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war.  Production  bottlenecks  for  required  parts  were 
virtually  eliminated.  Efficiency* resource  preservation 
and  sufficiency  in  war  materials  were  the  goals  that 
were  established  and  met  in  this  national  cooperative 
scheme  that  pooled  governmental  and  industrial  resources. 

When  World  War  II  ended  the  Industry  Integration 
Committees  of  the  Army  ordnance  Department  ceased  to 
exist.  America  tried  to  return  to  business  as  usual. 

But  the  world  had  changed  and  new  political  realities 
didn't  fit  into  old  familiar  ways  of  enterprise.  Mew 
methods  of  dealing  with  national  security  were  devised 
and  the  military  assistance  program  (grant  aid)  came 
into  being.  We  shall  trace  that  development  and  see 
how  the  underlying  goals  of  the  Industry  Integration 
Committees;  efficiency,  resource  preservation  and  suffi¬ 
ciency  in  war  materials;  impelled  the  American  defense 
establishment,  unconsciously  and  unwillingly,  toward 
offsets  in  international  arms  transfers. 

Military  Assistance  Programs  (Grant  Aid) 


The  Truman  Doctrine  created  the  Military 
Assistance  Grant  Aid  Program  (MAP)  in  1947 
to  assist  other  nations  to  meet  the  challenge 
of  the  Communist  dictatorships  of  the  left. 

This  MAP  program  provided  for  the  transfer  of 
$654  million  of  defense  articles  and  services 
to  our  Greek  and  Turkish  allies  without  any 
condition  of  repayment.  The  program  was  subse¬ 
quently  extended  to  include  China  and  the 
Philippines.  As  the  United  States  became 
involved  in  more  collective  security  arrange¬ 
ments,  the  programs  were  expanded  to  include 


NATO,  the  Rio  Pact,  SEATO,  and  ANZUS.16 

The  MAP  program  was  itself  a  natural  offshoot 
of  the  Lend  Lease  Program  of  1941.  Lend  Lease  was 
established  during  World  War  II  to  provide  the  sale, 
loan,  lease,  exchange  or  other  disposition  of  any 
defense  article  to  any  government  deemed  vital  to  U.S. 
security.  The  original  intent  was  for  recipient  govern¬ 
ments  to  repay  the  U.S.  in  kind.  During  the  course  of 
the  war  it  became  increasingly  evident  that  they  would 

be  unable  to  do  so.  As  a  result,  the  Truman  Doctrine 

17 

created  grant  aid. 

Nineteen  hundred  and  forty-nine  was  an 
important  year  for  United  States  foreign  military 
assistance  (FMA)  policy.  Foreign  military  sales  were 
authorized  in  that  year  to  allies  who  could  afford  to 
purchase  defense  items.  It  was  also  the  year  that  the 
North  Atlantic  Treaty  Organization  (NATO)  came  into 
being  and  expanded  the  use  of  grant  aid.  "The  Mutual 
Defense  Assistance  Act  of  that  year  authorized  grant 
military  aid  for  countries  considered  vital  to  our  own 

^James  T.  Coleman,  et  al. ,  "On  Some  Aspects  of 
Foreign  Military  Sales.”  (Unpublished  research  report. 
Air  Command  and  Staff  College,  Air  University,  Maxwell 
AFB,  AL.,  11  May  1975),  p.  2. 

17 

Jack  Lester  McChesney,  "The  Evolution  of  the 
Foreign  Military  Sales  Program  and  Its  Impact  on 
Defense  Procurement  Policies  and  Procedures.”  (Unpub¬ 
lished  Doctoral  dissertation,  George  Washington  Univer¬ 
sity,  1976),  pp.  51-52. 
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security  and  also  permitted  sales  of  equipment  to  other 

18 

friendly  nations." 

This  arrangement  continued  until  the  late 
fifties  when  several  events  indicated  the  need 
for  a  change.  The  biggest  need  for  change  was 
brought  about  by  a  growing  deficit  in  the  U.S. 
balance  of  payments.  Other  events  that  hastened 
the  need  for  a  change  included  the  depletion  of 
U.S.  surplus  military  property,  a  change  in  many 
American  attitudes  toward  the  "give  away"  programs , 
and  the  economic  recovery  of  Western  Europe. 19 

The  Stockholm  International  Peace  Research  Institute 

(SIPRI)  "noted  that,  until  1962,  nearly  all  weapons 

supplied  to  third  world  countries  by  the  U.S.  were 

provided  without  charge.  'After  1962  there  was  an 

increased  emphasis  on  the  sale  of  weapons,  but  the 

policy  governing  these  sales  was  not  significantly 

20 

different  from  that  governing  the  gift  of  weapons.'" 

Even  though  the  authorization  to  sell  military 
equipment  had  existed  since  1949,  nearly  all  MAP  expen¬ 
ditures  prior  to  1961  had  been  grant  aid  with  little  or 

21 

no  financial  reimbursement  to  the  United  States. 

Many  nations  were  still  unable  financially  to  purchase 
equipment  in  the  1950 's.  In  addition,  the  pricing 


Ibid. ,  p.  52. 

19 James  T.  Coleman,  et  al.,  op.  cit.,  p.  2. 

20 Jack  Lester  McChesney,  op.  cit.,  p.  29, 
with  excerpt  from  Stockholm  International  Peace 
Research  Institute,  The  Arms  Trade  with  the  Third 
World  CStockhold:  Almquist  and  Fxksell,  1971) ,  p.  135. 

21James  T.  Coleman,  et  al.,  op.  cit.,  pp.  2-3. 
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procedures  in  effect  during  that  period  required  the 

foreign  governments  to  pay  current  replacement  costs  for 

22 

items  already  in  the  U.S.  inventory. 

With  the  passage  of  the  Foreign  Assistance 
Act  of  1961  (P.L.  87-195) ,  and  subsequent 
emphasis  on  (military  assistance  sales)  MAS,  the 
Department  of  Defense  was  quick  to  establish  the 
International  Logistics  Negotiations  Office  to 
promote  sales  of  defense  articles.  The  office 
pursued  a  vigorous  brand  of  salesmanship,  parti¬ 
cipated  in  international  trade  shows,  arranged 
credit  for  purchasing  nations,  subsidized  interest 
rates,  secured  loan  guarantees  from  the  DOD,  and 
assisted  in  getting  the  Export- Import  bank  to 
provide  credit.  The  philosophy  was  keyed  to 
making  the  sale  and  then  providing  a  means  for 
the  country  to  make  reimbursement  on  terms  that 
were  sufficiently  possible  to  encourage  the 
purchasing  nation  to  participate. 

These  efforts  resulted  in  a  rapid  growth  in 
foreign  military  sales.  In  1961,  the  MAP  appro¬ 
priation  was  $1,800  million  and  MAS  amounted  to 
$327  million  or  about  19  percent  of  MAP.  By  1964, 
the  MAP  appropriation  had  been  reduced  to  $1,000 
million  and  the  MAS  increased  to  $804  million. 23 

The  grant  aid  program  was  and  is  efficient  in 
distributing  defense  items  to  those  locations  where 
American  foreign  policy  has  established  a  need  to 
maintain  a  military  presence  and  a  defensive  posture. 

In  the  past  it  has  also  ensured  a  sufficiency  of  war 
materials  at  the  right  place  and  at  the  right  time. 

But  with  the  disappearance  of  American  military  equip¬ 
ment  surpluses  and  the  developing  international  demand 


22 

Jack  Luka  McChasnay,  op.  cite,  pp.  52*53. 
23 

James  T.  Coleman,  et  al.,  op.  cit.,  p.  3. 


for  first  line  defense  items,  that  sufficiency  is  no 
longer  assured.  The  grant  aid  program  has  always 
fallen  short  from  the  perspective  of  American  resource 
preservation.  On  an  international  scale  the  absorption 
of  U.S.  surpluses  preserved  global  resources.  But  on 
the  national  scale,  grant  aid  gives  away  materials  that 
have  consumed  resources  with  no  tangible  return  to  the 
citizenry.  To  stop,  that  drain  the  Office  of  Inter¬ 
national  Logistics  Negotiations  established  these 
objectives: 

1.  Promote  the  defensive  strength  of  our 
allies,  consistent  with  our  political-economic 
objectives. 

2.  Promote  the  concept  of  cooperative 
logistics  and  standardization  with  our  allies. 

3.  Offset  the  unfavorable  balance  of  payments 
resulting  from  essential  U.S.  military  deployment 

abroad. 24 

These  objectives  were  implemented  through  the  Foreign 
Assistance  Act  of  1961  and  contributed  to  the  decline 
of  the  grant  aid  program  and  the  development  of  foreign 
military  sales  (FMS) . 


Foreign  Military  Sales 


Transition  from  Grant  Aid 

A  considerable  amount  of  planning  and 
coordination  between  the  customer  and  the 
U.S.  is  required  to  effect  a  smooth  transi¬ 
tion  to  FMS.  There  are  basic  differences 
between  Grant  Aid  operations  and  FMS  which 
the  customer  must  fully  understand.  The 


24 

Jack  Lester  McChesney,  op.  cit.,  p.  54. 
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customer  must  realize  that  he  is  now  going  to  be 
paying  all  of  the  costs  to  support  his  equipment. 
This  means  that  the  customer  must  develop  a 
reliable  system  of  determining  his  requirements? 
stock  levels/  reordering  points/  and  excesses  now 
become  even  more  vital  if  he  is  to  spend  his  funds 
wisely. 

A  second  consideration  is  transportation.  Mo 
longer  will  the  U.S.  military  departments  deliver 
his  purchases  to  him.  The  customer  must  make  his 
own  arrangements  to  have  his  requirements  delivered. 
This  is  done  by  means  of  a  Freight  Forwarder.  A 
Freight  Forwarder  is  a  transportation  agent  within 
the  U.S.  who  receives  shipments  from  the  military 
departments  and  makes  the  necessary  arrangements 
to  ship  them  to  the  customer.  Normally  the  Freight 
Forwarder  is  obtained  through  the  customer's 
embassy  in  Washington/  D.C.  The  Freight  Forwarder 
must  be  obtained  prior  to  completing  an  FMS  case. 

The  customer  is  also  responsible  for  several 
other  functions  which  may  have  been  performed  for 
him  by  the  (military  advisory  and  assistance  group) 
HAAG  under  Grant  Aid.  These  include  maintaining 
status  and  following  up  on  requisitions/  preparing 
and  negotiating  claims  for  damaged  or  short  ship¬ 
ments,  and  reconciling  deliveries  with  billings. 

In  addition  the  customer  must  obtain  an  export 
license. 25 

It  is  evident  from  the  preceding  description  of 
changes  in  operation  required  by  a  transition  from  grant 
aid  to  foreign  military  sales  that  aside  from  national 
pride  there  is  no  impetus  for  receptor  nations  to 
change  over  to  foreign  military  sales.  The  economic 
costs  preclude  it.  The  necessary  impetus  was  provided 
by  a  policy  change  by  the  U.S.  Government  toward  grant 
aid  that  started  with  the  Foreign  Assistance  Act  of 
1962. 26  The  Nixon  Doctrine,  enunciated  in  1969,  called 


25James  T.  Coleman,  at  al. ,  op.  cit. ,  pp.  102- 

103. 

2*Lynton  T.  Winn  and  James  J.  Dunlop,  "Foreign 
Military  Sales  Legislation:  Impact  on  the  Achievement 


upon  the  United  States'  allies  to  assume  a  larger  part 
of  the  burden  of  common  defense.  "A  key  tenet  of  that 
doctrine  is  that  'in  cases  involving  other  types  of 
aggression  (i.e. ,  non-nuclear)  we  shall  furnish  military 
and  economic  assistance  when  requested  and  as  appro¬ 
priate.  But  we  shall  look  to  the  nation  directly 

threatened  to  assume  the  primary  responsibility  of  pro- 

27 

viding  the  manpower  for  its  defense.'"  Friendly 
foreign  countries  and  allies  were  put  on  notice  that 
they  would  have  to  defend  themselves.  That  meant  they 

had  to  have  conventional  arms  and  to  get  them  they  would 

28 

either  have  to  build  them  or  buy  them. 

The  basis  for  changing  the  thrust  of  foreign 

assistance  had  been  set  a  year  earlier  in  the  Congress 

with  the  passage  of  the  foreign  Military  Sales  Act  of 

1968.  That  act  was  passed  "as  a  direct  result  of 

Congressional  dissatisfaction  with  the  then  existing 

29 

state  of  affairs"  (i.e.,  grant  aid).  Changes 


of  United  States  Foreign  Policy  Objectives  and  Its 
Implication  for  the  Department  of  Defense."  (Unpublished 
Master's  thesis,  School  of  Systems  and  Logistics,  Air 
Force  Institute  of  Technology,  1975),  p.  15. 

27William  D.  McLaren,  United  States  Defense 
Industry  Guide  for  Conducting  Business  Kith  i^aTo 


on,  D.C.i 
Government  Printing 
Office,  19711  p.  56.  See  also  John  R.  Young,  "Program 
Hanagamant  for  Foreign  Military  Sales.”  (Unpublished 
research  report,  Defense  Systems  Management  School,  * 
Fort  Bel voir,  Virginia,  1975),  p.  II-l. 

2 3 James  T.  Coleman,  et  al.,  op.  eit.,  p.  18. 

2 9 Jack  Lester  MoChesney,  op.  cit.,  pp.  54-55 


continued  throughout  the  Nixon  Administration. 
Management  of  security  assistance  was  reorganized  in 
both  the  State  and  Defense  Departments. 


Some  organizational  consolidations  were  made, 
such  as  the  establishment  of  the  Defense  Security 
Assistance  Agency  to  administer  both  grant  aid 
and  sales  programs,  and  it  was  made  clear  that 
foreign  military  sales  were  to  be  substituted 
for  grant  aid  as  rapidly  as  possible  in  support 
of  the  Nixon  Doctrine. 30 


U.S.  Policy 


The  basic  USG  policy  for  foreign  military 
assistance  is  to  aid  friendly  foreign  countries 
in: 

1.  Maintaining  an  adequate  defense 

2.  Maintaining  non-dictatorial  internal  security 

3.  Maintaining  economic  stability 

4.  Resisting  aggression 

The  basis  for  this  policy  is  that  world  peace 
is  enhanced  by  secure  and  economically  stable 
countries.  In  turn  these  stable  countries  are  an 
essential  element  in  the  overall  security  and  well¬ 
being  of  the  U.S.  Another  element  of  the  policy  is 
that  the  FG  will  become  militarily  self-sufficient 
over  a  period  of  time.  As  such  it  is  desired  that 
the  FG  determine  its  military  posture  with  minimal 
USG  guidance. 31 

To  support  that  basic  policy  the  United  States  has 
developed,  considered  and  adopted  legislation  over  the 

years . 


As  stated  in  the  grant  aid  section  of  this 
chapter,  volume  sales  of  military  equipment  by  the 
United  States  government  began  in  World  War  II  under 
the  authority  of  the  Lend  Lease  Act  of  1941.  Following 


30Ibid.,  p.  55. 

3iJohn  R.  Young,  op.  cit.,  pp.  II-2  sad  II-3. 
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World  Wax  II,  however,  and  well  into  the  decade  of  the 
1950' s,  most  U.S.  assistance  actions  were  grant  aid. 

The  Economic  Cooperation  Act  of  1948  (Marshall  Plan) 
was  of  that  genre.  Military  assistance  and  security 
was  no  different  and  a  proliferation  of  acts  resulted. 
Starting  in  1949,  the  first  of  a  series  of  mutual 
defense  acts,  The  Mutual  Assistance  Defense  Act  of 
1949,  was  passed.  In  1952  the  name  was  changed  to  The 
Mutual  Security  Act  and  in  the  1954  act,  Congress  pro¬ 
vided  for  the  control  of  export  licenses  for  arms, 

32 

ammunition  and  the  implements  of  war.  On  4  September 

1961  The  Foreign  Assistance  Act  of  1961  was  enacted 

to  replace  all  existing  foreign  assistance  legislation 

and  to  completely  revise  the  basic  guidelines  for  the 

33 

conduct  of  military  and  economic  assistance. 

The  Foreign  Assistance  Act  of  1961  broadened 
the  provisions  under  which  the  U.S.  could  sell 
military  hardware  to  foreign  nations.  The  primary 
theme  of  subsequent  legislation  until  1965  was  the 
promotion  of  FMS  as  the  U.S.  attempted  to  reduce 
its  commitment  to  grant  aid  and  to  encourage 
recipient  nations  to  transition  from  aid  to  sales. 

In  encouraging  sales,  however.  Congress  made  it 
clear  in  1962  legislation  that  DOD  would  not 
compete  with  industry  in  the  FMS  program.  In  1964, 
Government  support  of  credit  financing  was  expanded 
by  allowing  Government  guarantee  of  private  financing 
arrangements.  This  provision  was  directed  at 
assisting  grant  aid  recipient  countries  to  transi¬ 
tion  to  sales.  Congress  in  1964  also  relaxed  the 
terms  of  payment  for  cash  sales  by  allowing  the 


pp.  11-12. 
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£ Lyndon  T.  Winn  and  Jack  J.  Dunlop,  op.  cit. 


Ibid.,  p.  13. 


customer  country  a  period  of  120  days  from  delivery 
in  which  to  make  payment.  In  1965  a  revolving  fund 
was  established  from  which  DOD  could  guarantee 
the  financing  of  credit  sales.  Congressional 
concern  over  the  extent  to  which  DOD  used  the 
revolving  fund  resulted  in  its  abolition  in  1967. 

Throughout  the  period  1961  to  1967  regional 
ceilings  on  aid  were  continued  or  introduced  as 
part  of  U.S.  foreign  policy.  .  .  . 

Legislation  in  1967  reflected  Congress' 
concern  that  little  attention  had  been  paid  to 
legislative  restrictions  by  those  who  administered 
the  PM S  program,  and  that  Congress  had  little 
control  over  the  course  that  the  FMS  program  was 
taking  in  relation  to  the  volume  and  direction  of 
sales.  Additional  restrictions  were  introduced 
which  prohibited  credit  sales  of  sophisticated 
weapons  to  developing  nations,  placed  limitations 
on  assistance  to  countries  which  made  "unnecessary 
military  expenditures,”  and  restricted  transfer  of 
U.S.  furnished  arms  to  third  nations.  Legislation 
was  also  enacted  directing  periodic  reports  under 
the  FMS  program. 35 

By  1968  FMS  had  become  significant  enough  that 
separate  legislation  was  enacted  wherein  sales  were 
broken  out  from  the  larger  subject  of  foreign 
assistance.  Of  primary  concern  at  this  time  were 
the  less-developed  countries  that  were  the  major 
recipients  of  military  credit  sales.  In  a  broad 
sense,  the  restrictive  provisions  in  the  original 
act  were  directed  toward  these  countries.  Such 
provisions  included  restrictions  on  purchase  of 
sophisticated  weapons,  sources  cf  credit,  and 
usage  of  arms,  as  well  as  regional  sales  level 
ceilings . 36 


34Ibid. ,  p.  31.  For  additional  information  on 
the  development  of  credit  sales  see  also  Leroy  J.  Baugh, 
International  Logistics i  Foreign  Military  Sales  (Wash¬ 
ington,  D  .d. :  Industrial  College  of  the  Armed  Forces , 
1967),  pp.  8-9. 

36 

Lynton  T.  Winn  and  Jack  J.  Dunlap,  op.  cit., 
pp.  31-32.  For  an  in-depth  discussion  of  the  restric¬ 
tions  and  applications  of  the  Foreign  Assistance  Act  of 
1961,  see  also  pp.  14-15  of  the  above  reference  and 
James  T.  Coleman,  et  al.,  op.  cit.,  pp.  22-26. 

36 


Ibid. ,  p.  71 


The  separate  legislation  referred  to  was  the 
Foreign  Military  Sales  Act  of  1968.  It  was  given  as 
proposed  legislation  to  the  Congress  by  the  Secretary 
of  State.  Its  purpose  was  to  clarify  the  goals, 
authorizations,  restraints  and  controls  governing  the 
administration  of  foreign  military  sales.  It  was 
adopted  by  Congress  and  enacted  into  law.  The  primary 
restriction  of  the  law  was  that  any  sales  to  another 
country  had  to  be  consistent  with  the  foreign  policy 
interests  of  the  United  States.  It  contained  other 
major  restrictions  as  well.  They  included: 

1.  Mo  sales  to  military  dictators  (Presidential 
waiver  allowed) 

2.  Secretary  of  State  responsible  for  continuous 
supervision 

3.  Sale  must  promote  security  of  the  U.S. 

4.  Mo  transfers  of  materials  to  third  countries 
without  Presidential  approval 

5.  Disqualification  of  countries  that  seized 
U.S.  fishing  vessels  outside  12  mile  limit 

6.  Sales  for  defensive  purposes  only 

7.  Commercial  sales  desired  over  government 
to  government 

8.  Special  emphasis  on  procurement  of  U.S. 
goods. 37 

After  1968,  Congressional  FMS  activity  was 
affected  by  the  tendency  of  Congress  to  act  slowly, 
or  not  at  all,  in  any  given  year.  .  .  .  Nevertheless, 
the  Foreign  Military  Sales  Act  Amendment  of  1971 
was  passed  31  December  1970.  This  bill  added  some 
restrictions  on  F-5  sales,  munitions  list  controlled 
items,  and  item  transfers  to  third  countries,  but 
loosened  the  provision  concerning  seizure  of  U.S. 
fishing  boats.  The  bill  also  was  the  last  separately 


3^James  T.  Coleman,  et  al.,  op.  cit.,  pp.  26- 
31.  See  also  Lynton  T.  Winn  and  Jack  J.  Dunlap,  op. 
cit.,  pp.  36-39. 


legislated  FMS  amendment  as  subsequent  ones  were 
always  part  of  the  annual  foreign  Assistance 
Act. 38 


Buy  America  Act 

A  policy  must  be  mentioned  at  this  point  which 

receives  only  oblique  attention  in  most  of  the  writings 

on  foreign  military  sales.  Yet,  it  has  an  underlying 

impact  on  the  entire  direction  of  U.S.  participation 

in  the  FMS  market.  That  it  had  a  greater  conscious 

impact  abroad  than  in  the  United  States  seems  obvious. 

Europews  were  "much  aware  of  the  rapid  American  switch 

from  patron  saint  of  the  mid-1950's  to  most-active 

39 

competitor  of  the  early  1960's." 

From  about  1959-60  onwards,  an  important  change 
became  apparent  in  the  nature  and  scope  of  United 
States  military  aid  to  its  MATO  partners  which, 
although  its  effects  were  not  seen  overnight,  is 
leading  to  a  gradual  phasing-out  of  material  aid 
to  all  but  a  limited  number  of  countries.  The 
first  types  of  aid  to  disappear  were  Off-Shore 
purchases  and  budgetary  assistance.  This  was 
followed  by  transferring  to  the  countries 
concerned  responsibility  for  the  procurement  of 
spare  parts  for  maintenance  of  equipment  delivered 
under  earlier  add  programmes . *0 


38Lynton  T.  Winn  and  Jack  J.  Dunlap,  op.  cit., 
pp.  71-72. 

39Elliott  Vandevanter,  Jr. ,  International  Logistics t 
Interallied  Collaboration  in  Weapons  production  IWashing- 
ton,  D.C. :  Industrial  College  of  the  Armed  forces,  1967), 
p.  40. 

40David  Bendall,  "Burden  Sharing  in  MATO,”  MATO 
Letter,  Paris,  September  1963,  as  contained  in  Elliott 
Vandevanter,  Jr.,  op.  cit.,  pp.  40-41. 


This  policy  was  the  Buy  America  Act  of  1933.  Provisions 
of  this  Act  had  been  neglected  during  the  World  War  II 
years  and  afterwards.  Under  the  Lend  Lease  Act  of  1941, 
American  equipment  was  sent  to  foreign  nations  in  ever- 
increasing  amounts  and  foreign  purchases  were  minimal. 
Later,  under  the  Economic  Cooperation  Act  of  1948,  the 
door  was  opened  for  foreign  purchases  to  assist  the 
recovery  of  World  War  II  allies.  With  the  passage  of 
the  Foreign  Assistance  Act  of  1961,  the  provisions  of 
the  Buy  America  Act  were  re-emphasizedt 

The  Buy  America  Act  of  1933  (41  U.S.C.  lOa-d) 
established  a  government-wide  procurement  policy 
to  restrict  contract  awards  for  foreign  articles, 
materials  and  supplies.  Within  the  DOD,  the  Act 
is  implemented  through  the  ASPR  (Armed  Services 
Procurement  Regulations)  gold  flow  rule  which 
applies  a  fifty  percent  price  differential  factor 
in  evaluating  items  of  foreign  origin.  Executive 
Order  10582  provides  that  an  item  is  of  foreign 
origin  if  the  cost  of  foreign  components  exceeds 
fifty  percent  of  the  total  cost.4^ 

"The  Buy  American  Act  is  primarily  concerned 

42 

with  restricting  foreign  goods  and  supplies.”  DOD 

extended  the  restrictions  to  services  through  the  ASPR, 

43 

Section  VI,  Part  1.  However,  the  Buy  America  Act 
does  not  preclude  all  purchases  abroad.  As  provided 


41 

Jack  Lester  McChesney,  op.  cit.,  p.  147. 

42 

U.S.  Comptroller  General,  Benefits  and  Draw¬ 
backs  of  U.S.  Participation  in  MilitAfy  CCBpmVTVf 
8B3S57SR  ana  Development  programs  With  AJ.ia.ea  countries 
r.WgIMffgtgh7"P'.U.  :"-raggft  t&  thA  CbnflfesA,  19 /J)  ,  YT'ZU. 
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Jack  Lester  McChesney,  op.  cit., 


p.  94 


49. 


in  Executive  Order  10582,  if  the  foreign  content  of  an 

item  ia  less  than  50%  of  its  value,  "it  is  considered 
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a  domestic  end- item  and  no  restrictions  apply.  .  ." 
This  policy  is  also  caveated  in  that  the  Secretary  of 
Defense  is  permitted  to  waive  it  in  the  interests  of 
national  security.  Also,  a  waiver  is  not  normally 
necessary  for  a  foreign  military  sale  since  the  Act 
does  not  apply  to  items  purchased  for  use  outside  of 
the  United  States.45 

The  Buy  America  Act  reflects  United  States 
policy  and  was,  until  January  1981,  the  guiding 
philosophy  provided  by  the  Congress.  However,  the 
Department  of  Defense  became  aware  that  military  sales 
may  create  economic  problems  for  recipient  nations  if 
steps  are  not  taken  to  ease  their  balance-of-payments 
problems.  As  early  as  1966,  then  Secretary  of  Defense 
Robert  S.  McNamara  acknowledged  that  problem  when  he 
said: 

...  I  think  it  should  be  clear  to  all  that 
our  future  ability  to  negotiate  additional  sales 
programs  will  depend,  at  least  in  part,  on  our 
demonstrated  willingness  to  make  some  reciprocal 


44 

U.S.  Comptroller  General,  Benefits  and  Draw¬ 
backs  of  U.S.  Participation  in  Military  Cooperative 
Research  and  Development  Programs  With  Allied  Countries, 

4SXbid.,  p.  20.  See  also  Jack  Lester  McChesney, 
op.  cit.,  p.  151. 
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purchases  where  foreign  equipment  is  competitive 
in  price,  quality,  and  delivery  schedules.46 

However,  ten  years  later,  at  the  1976  Inter¬ 
national  Conference  on  Procurement  and  Grants  Manage¬ 
ment,  Lieutenant  General  Howard  M.  Fish  in  a  speech  on 
coproduction  and  offset  arrangements  had  to  say  the 
following : 

The  DOD  may  assist  in  implementing  the  offset 
arrangement  by  waiving  certain  "buy  American" 
preferences  for  prime  contracts  so  that  foreign 
contractors  may  compete  on  am  equal  footing  with 
American  compamies.  This  means  that  for  direct 
government  procurement  it  may  waive  the  "Buy 
American"  amd  Gold  Flow  price  differentials  C50%) 
and  duty.  Such  determination  is  by  no  meams 
automatic  for  all  offset  agreements,  but  will  be 
made  on  a  case-by-case  basis  talking  into  account 
foreign  policy,  national  security,  and  economic 
factors  involved. 4 7 

As  the  foreign  military  sales  market  expanded 
amd  as  other  cooperative  arramgements  in  research, 
development  amd  production  were  reached,  the  U.S.  "buy 
Americam"  policy  came  increasingly  into  question.  In 
the  current  period  of  inflationary  prices,  as  other 
nations'  concern  about  national  industrial  bases  amd 
balamce  of  payments  escalated,  the  "Buy  America.  Act” 
had  to  be  modified  to  meet  the  demands  of  changed  market 
conditions . 


4 6 Leroy  J.  Uaugh,  op.  cit.,  p.  29.  Excerpt  from 
Statement  of  Secretary  of  Defense  Robert  S.  McNamara, 

8  March  1966,  before  the  House  Armed  Services  Comnittee, 
on  the  1967-71  Defense  Program  and  FY  1967  Defense  Budget. 
Hearings  on  Military  Posture  (JB9th  Cong.,  2d  sess., 
Washington:  U.S.  Government  Printing  Office,  1966)  •  p.7325. 


47 


p .  23. 


Howard  M.  Fish,  op.  cit.. 


International  cooperative  research  and 
development  programs,  if  indiscriminately  under¬ 
taken,  can  adversely  affect  the  balance-of- 
payments  situation— dollars  will  leave  the 
country.  DOD  policy  provides  that  preference 
be  given  to  those  programs  in  which  adverse 
balance-of-payments  effects  cam  be  minimized  or 
avoided.  Some  of  our  allies  also  appear  to  take 
this  view  regarding  their  own  balance  of  pay¬ 
ments.  Thus  balance-of-payments  considerations 
have  became  a  crucial  negotiating  point  in 
determining  cost-  and  effort-sharing  arrange¬ 
ments  on  cooperative  programs  and  could  be  an 
obstacle  to  starting  programs. 48 

In  addition,  as  Hunter  points  out,  cooperative  programs 

if  not  carefully  structured  can  erode  the  national 
49 

employment  base. 

"The  large  military  grant  aid  programs  of  the 
past  and  the  stationing  of  D.S.  troops  overseas  have 
both  contributed  significantly  to  balance  of  payments 
deficits."50  Within  both  the  Departments  of  State  and 
Defense,  responsible  officials  have  been  sensitized  to 
this  dilemma.  Within  the  Defense  Department,  parti¬ 
cularly,  the  push  for  military  sales  as  opposed  to 
grant  aid,  has  been  vigorous.  This  stance  has  found 


48U.S.  Comptroller  General,  Benefits  and  Draw¬ 
backs  of  U.S.  Participation  in  Military  Cooperative' 
Research  and  Development  Programs  With  Allied  Countries, 
op.  cit.,  p.  16. 

4 ^George  Fletcher  Hunter,  "An  Evaluation  of 
USAF  Cooperative  R&D"  (unpublished  research  report. 
Defense  Systems  Management  School,  Fort  Belvoir, 
Virginia,  19751,  p.  10. 


50David  L.  Morse,  "Economic  Issues  in  Foreign 
Military  Sales”  (unpublished  research  paper.  Naval  War 
College,  Newport,  Rhode  Island,  1975) ,  p.  14. 
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favor  among  concerned  law-makers . ^ 

Balance  of  payments  considerations  are  but  one 

aspect  of  the  economic  advantages  to  arms  sales.  But, 

due  to  moral  overtones  that  aspect  is  often  the  only 

one  justified.  As  Morse  states,  "that  should  not  be 

surprising.  To  argue  that  the  United  States  enjoys 

financial  benefits  from  the  sale  of  weapons  invites  the 

52 

charge  of  being  'Merchants  of  Death.' "  References 

are  also  made  to  the  national  employment  base.  But 

rarely  are  details  provided.  So  sensitive  are  the 

law-makers  to  this  issue  that  a  detailed  discussion  of 

economic  advantages  is  hardly  to  be  found  in  the 

literature.  Yet  the  economic  advantages  of  foreign 

military  sales  are  many  and  they  have  a  large  monetary 

value.  Only  piecemeal  evaluations  have  been  performed 

in  the  past.  In  one  example  cited  by  Morse,  53%  of  the 

U.S.  Army's  FY  75  procurement  budget  was  allocated  to 

53 

foreign  military  sales. 

Still,  balance  of  payments  is  an  economic  issue. 
And  when  it  is  used  to  justify  arms  sales,  the  under¬ 
lying  reasons  are  gold  flow  and  national  profits.  This 
aspect  has  required  apology  from  State  Department 

3^lbid. ,  pp.  14-15.  See  also  Jack  Lester 
McChesney,  op.  cit.,  p.  55. 
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David  L.  Morse,  op.  cite,  p.  10. 

53Ibid.,  pp.  10-12. 


personnel  in  the  past.  In  1970  Undersecretary  of  State 
for  Political  Affairs#  U.  Alexis  Johnson  while  appearing 
before  the  Senate  Foreign  Relations  Committee  felt  com¬ 
pelled  to  say  the  following! 

Let  me  address  here  the  assertions  that  we 
should  be  or  are  selling  arms  because  it  is  good 
for  business  and  is  beneficial  to  our  balance  of 
payments.  That  such  benefits  do  accrue  frost  arms 
sales  abroad  is  indisputable#  just  as  they  accrue 
from  any  export  sale.  But  on  this  issue  the 
Administration  and  the  Congress  are  of  one  mind: 
we  do  not  and  will  not  approve  the  sale  of  arms  to 
other  countries  primarily  for  those  reasons.  This 
is  made  quite  explicit  in  the  statement  of  'U.S. 
Policy  and  Responsibility  for  Military  Export 
Sales#'  which  haw  been  furnished  to  the  committee. 
Because  we  do  not  permit  military  exports  primarily 
for  balance -of -payment  reasons  and  because  we 
exercise  rigorous  supervision  of  the  military  sales 
we  do  make#  I  believe  our  policies  do  contribute 
to  control  of  the  international  arms  trade. 54 

To  minimize  balance  of  payments  problems  nations 
have  been  devising  new  ways  of  doing  business.  One 
method  that  has  begun  to  find  favor  among  foreign 
governments  is  the  offset  technique.  Costs  and  efforts 
are  so  allocated  that  outflows  are  balanced  by  inflows.5 
Foreign  governments  are  beginning  to  expect  this  type 
of  arrangement.  As  Baugh  tells  us: 


*Ibid.,  p.  15#  as  taken  from  U.S.  Congress# 
Senate#  Committee  on  Foreign  Relations#  Hearings  on 
S2640#  S3429#  and  B.R.  15628  to  Amend  the  Foreign 
Military  Sales  Act#  91st  Congress#  2d  Session#  24  March 
and  11  May  1970#  p.  4. 
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George  Fletcher  Hunter#  op.  cit.#  p.  10. 

See  also  U.S.  Comptroller  General,  Benefits  and  Draw* 
backs  of  U.S.  Participation  in  Military  cooperative 
- — — * - rrarnTmtfi  Xlliff "Countries , 
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Notwithstanding  that  ona  of  the  spaeific 
goals  of  foraign  military  salas  is  to  radnca 
tha  unfavorable  balance  of  payments,  other 
aspects  of  international  logistics,  such  as 
co-production  and  mutual  development,  point 
the  way  toward  a  more  truly  international 
military  market,  where  the  United  States  will 
be  both  a  customer  and  a  seller.  Such  an 
eventuality  need  not  set  back  the  U.S.  balance- 
off-payments  objectives,  for  purchases  of 
military  equipment  from  allies  could  be  offset 
by  greater  purchases  on  their  part,  either  of 
military  equipment  or  of  civilian  goods. 56 

As  we  compare  foreign  military  sales  to  the 
activities  of  the  Industry  Integration  Committees  of  the 
Army  Ordnance  Department  during  World  War  II,  we  see 
that  the  foreign  military  sales  are  indeed  supportive 
of  national  goals  of  efficiency,  resource  preservation 
and  sufficiency  of  war  materials.  However,  a  new 
element  must  be  considered  since  the  resource  utiliza¬ 
tion  must  be  evaluated  from  an  international  perspective. 
Foreign  governments  in  entering  into  agreements  with  the 
United  States  did  not  find  the  resource  preservation 
goal  satisfied  from  their  point  of  view.  In  an  effort 
to  satisfy  their  balance-of-payments  requirements  the 
pressure  for  offsets  was  intensified. 


56 


Leroy  J.  Baugh,  op. 


cit.,  p. 
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Offset  Agreements  In  International  Arms  Transfers 

Coleman  tells  us  that,  a oo- production  of 

weapon  systems  is  becoming  an  ever  increasing  part 

of  the  U.S.  Foreign  Military  Sales  (FM8)  program."57 

He  expands  further  on  the  subject  in  saying*  "since 

co-production  is  a  part  of  FMS,  specific  approval  must 

58 

be  obtained  from  key  U.S.  Government  agencies." 

Guidelines  for  coproduction  arrangements  for  those 

agencies  were  covered  in  a  1973  memorandum  from  the 

Undersecretary  of  State  for  Security  Assistance  and 

covered  three  areas:  military  considerations; 

economic,  financial  and  commercial  considerations; 

59 

and  political  considerations. 

The  existence  of  a  governmental  memorandum 

describing  conditions  for  conducting  business  in 

this  fashion  gives  substance  to  this  method.  But 

the  compelling  reasons  for  arms  seeking  nations  to 

desire  offsets  have  not  been  established.  Hall  and 

Johnson  establish  that  rationale: 

A  country  seeking  new  weapons  for  its  military 
has  three  alternatives.  It  can  buy  the  items  from 
a  foreign  manufacturer,  it  can  design  and  produce 


57James  T.  Coleman,  et  al.,  op.  cit.,  p.  114. 
58Ibid. ,  p.  115. 

59 Ibid. ,  p.  115. 


*  t 


56. 


its  own  systems,  or  it  can  engage  in  co-production. 
Many  countries  object  to  the  importation  of  weapons 
even  if  cooperative  economic  advantages  favor  foreign 
producers.  The  arguments  for  national  self- 
sufficiency  in  weapons  are  several  and  diverse. 

Domestic  production,  it  is  argued,  simplifies 
maintenance  and  operational  support  of  military 
equipment,  and  assures  a  wartime  supply.  A  recent 
and  highly  popular  argument  is  that  there  are 
important  technological  and  economic  spill-overs 
to  the  other  sectors  of  the  economy  from  military 
technology.  Furthermore,  local  production  of  weapons 
may  be  desired  for  balance-of-payments  reasons.  This 
factor  has  become  increasingly  important  as  inter¬ 
national  trade  in  weapons  has  changed  from  primarily 
grant  aid  to  cash  sales. 

All  these  arguments  involve  military  or 
economic  considerations.  Powerful  political  forces 
often  lead  to  a  desire  for  local  weapons  production; 
or  perhaps  it  is  more  correct  to  say  that  local 
weapons  production  is  frequently  a  politically 
feasible  way  to  achieve  some  economic  or  military 
goal.  Foreign  produced  weapons  do  not  have  the 
same  political  implications  as  nationally  produced 
weapons.  Importation  of  military  hardware  can  jar 
nationalistic  sensitivities  and  arouse  feelings 
against  the  country  of  origin  in  a  way  that  locally 
produced  weapons  do  not.  Local  production  further 
tends  to  enlist  the  support  of  the  business  com¬ 
munity.  60 


Political  Considerations 

Franklin  R.  Root  in  exploring  political  risk  in 
international  business  developed  models  for  analyzing 
the  risk  involved  for  multinational  businesses.  While 
his  analyses  are  not  fully  applicable  here  because  of 
the  usual  participation  of  governments  at  both  the 
ministry  of  state  and  ministry  of  defense  level,  his 


6Qa.  R.  Hall  and  R.  E.  Johnson,  "Aircraft  Co- 
Production  and  Procurement  Strategy"  (unpublished 
research  report,  Santa  Monica,  California:  Project 
Rand,  1967),  pp.  181-182. 


research  does  have  some  applications.  Root  says  the 
following : 

Political  analysis  is  a  method  of  inquiry 
that  seeks  to  aacplain  the  political  behavior  of 
a  host  country  and  its  consequences  for  the 
international  enterprise.  It  goes  beyond  the 
'what'  of  information  to  get  at  the  'why*  of 
change  or  stability,  and  it  is  directed  towards 
the  detection  and  measurement  of  causal  factors 
and  their  mutual  interdependence.61 


A  full  analysis  of  political  uncertainty,  there¬ 
fore,  must  seek  not  only  to  detect  and  measure 
economic  and  social  changes  that  will  compel  a 
response  by  the  host  government  but  also  the 
government's  capability  to  make  a  specific 
response. 6 ? 

Root's  models  for  analysis  are  directed  at  the 
important  questions  for  the  multinational  firm  of 
operational  restrictions,  transfer  of  resources  and 
probabilities  of  exclusion  or  expropriation.  Yet, 
offshoots  of  some  of  those  same  questions  concerning 
stability,  political  economic  risks  and  political 
social  risks  need  to  be  addressed  in  attempting  to 
determine  whether  or  not  a  specific  offset  proposal 
has  a  high  likelihood  of  implementation. 

Initially,  however,  the  question  must  be 
asked,  how  do  countries  make  the  decision  to  enter 


61Pranklin  R.  Root,.  "Analyzing  Political 
Risks  in  International  Business,”  The  Multinational 
Enterprise  in  Transition,  ed.  Kapoor,  A.  and  Philli; 
B.  5fub”  (Princeton, 1  VTJZt  The  Darwin  Press,  1972}, 
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into  codevelopment  or  coproduction  agreements?  Hall 
and  Johnson  in  their  study  of  aircraft  coproduction 
and  procurement  strategy  examined  the  process  ~ed  by 
the  Japanese  in  seeking  coproduction  agreement  on  the 
T-33A,  P-86  and  F-104J. 

From  the  viewpoint  of  the  nation  that  is  to 
coproduce  an  aircraft  developed  in  another  country, 
a  program  begins  with  two  decisions:  a  politico- 
military  decision  that  its  defense  posture  requires 
a  new  weapon  system,  and  a  political  or  economic 
decision  that  manufacture  but  not  development  will 
be  done  locally. 

The  next  step  is  to  decide  what  system  to 
acquire.  Sometimes  .  .  .  the  acquiring  country 
may  have  a  strong  predisposition  and  shopping  will 
be  perfunctory.  In  other  cases  .  .  .  the  competi¬ 
tion  among  suppliers  of  possible  alternatives  may 
be  intense. 

While  the  system  selection  process  is  under¬ 
way,  the  licensee  prime  contractor  must  be  chosen. 
This  choice  is  the  responsibility  of  the  purchasing 
government  and  often  reflects  local  political  and 
economic  considerations.  Foreign  firms  occa¬ 
sionally  become  involved  to  some  degree  in  source 
selection,  since  the  purchasing  governin'  ait  may 
request  a  survey  of  domestic  manufacturing  capa¬ 
bilities  and  requirements.  If  the  nation  already 
has  an  aircraft  industry,  such  a  survey  is  straight¬ 
forward;  but  if  the  co-production  effort  is  the  .. 
first  of  its  kind,  the  assessment  may  be  complex. 

Hall  and  Johnson  also  examined  the  decision  to 
enter  into  a  coproduction  agreement  from  the  perspective 
of  the  supplier  nation,  in  this  instance  the  United 
States . 


63G.  R.  Hall,  and  R.  E.  Johnson,  "Aircraft  Co- 
Production  and  Procurement  Strategy:  A  Report  Prepared 
for  United  States  Air  Force  Project  Rand."  (Rand 
Corporation  research  report,  Santa  Monica,  California, 
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From  the  U.S.  point  of  view,  the  major  benefit 
of  co-production  is  political.  Co-production 
permits  the  use  of  local  economic  and  political 
pressures  to  achieve  mutual  defense  goals.  In 
situations  where  the  United  States  wants  its  allies 
to  increase  their  defense  capabilities  or  bear 
more  of  the  expense  of  a  defense  posture,  U.S. 
arguments  may  be  more  persuasive  if  the  necessary 
hardware  can  be  produced  by  the  allies  themselves. 
The  U.S.  goals  of  economic  development  in  other 
countries  may  also  be  furthered  by  encouraging  a 
local  defense-goods  industry.  The  United  States, 
moreover,  reaps  some  benefits  from  the  maintenance 
and  operational  facilities  available  in  other 
countries  as  a  result  of  their  production 

activities. 64 

Based  upon  their  research  that  found  coproduc¬ 
tion  to  be  more  expensive  than  direct  sales,  Banas  and 
Reid  found  additional  politically  expedient  reasons  for 
entering  into  coproduction  agreements.  They  said: 

...  In  general,  when  an  aircraft  coproduction 
program  is  undertaken  by  a  foreign  country,  that 
country  must  purchase  certain  expensive  tooling 
and  equipment  to  fabricate  and/or  assemble  the 
aircraft.  Purchase  of  the  tooling  would  not  have 
been  necessary  had  a  finished  product  been  bought. 
Therefore,  the  country  must  decide  if  benefits 
derived  in  a  coproduction  program  justify  the 
increased  cost  of  the  product  or,  in  the  case  of 
a  fixed  budget,  a  lesser  number  of  aircraft. 

Different  governments  will  decide  differently 
for  different  reasons.  One  reason  for  a  govern¬ 
ment  electing  to  go  the  route  of  coproduction  is 
that  it  can  then  point  out  to  the  people  it  governs 
how  many  new  jobs  have  been  created  and  how 


64Ibid.,  p.  183. 

®^John  M.  Banas,  and  James  R.  Reid,  "A  Case 
History  of  the  Coproduction  of  the  F-5E  Aircraft  by 
the  United  States  of  America  and  the  Republic  of 
China.”  (Unpublished  Master's  thesis.  School  of 
Systems  and  Logistics,  Air  Force  Institute  of 
Technology,  Wright-Pat ter son  Air  Force  Base,  Ohio, 
1975),  pp.  99-100. 


technical  capacity  has  basn  advanced  in  their 
country.  Another  viable  reason  is  the  economic 
advantage*  that  could  be  derived  by  coproduction. 
Aircraft  design,  test  and  initial  tooling  costs 
are  high.  These  costs  are  aaortized  over  the 
number  of  aircraft  produced.  If  a  larger  number 
of  aircraft  are  built,  the  per  unit  cost  will 
naturally  be  lower.  Both  the  United  States  and  an 
allied  country  could  profit  from  a  coproduction 
program  if,  for  instance,  the  United  States  wished 
to  acquire  a  number  of  a  certain  aircraft  and  an 
allied  country  also  wished  to  acquire  a  number  of 
the  same  aircraft.  If  enough  aircraft  were 
produced  to  offset  the  country's  tooling  costs, 
economic  arrangements  could  be  made  between  the 
United  States  and  an  allied  government  to  have  a 
net  gold  flow  slightly  in  favor  of  the  United 
States,  a  zero  net  gold  flow,  or  even  a  gold  flow 
slightly  in  favor  of  the  other  producing  country. 
Yet  both  governments  could  profit  from  the  copro¬ 
duction  program. 66 

Another  political  consideration  that  govern¬ 
ments  must  face  is  the  acceptance  of  foreign  weapons 
systems  by  their  populations.  Coleman  had  this  to  say 
about  acceptance  of  arms  transfers: 

...  In  Japan  and  other  countries,  the 
importation  of  military  hardware  can  jar 
nationalistic  sensitivities  and  eurouse  feelings 
against  the  country  of  origin  in  a  way  the 
locally  produced  weapons  do  not.  Local  produc¬ 
tion  further  tends  to  enlist  the  support  of  the 
indigenous  business  community.  The  Japanese 
view  of  the  P-104J's  as  Japanese,  not  American, 
made  the  Government's  defense  policies  more 
politically  acceptable. 7 


66Ibid. ,  pp.  100-101. 

*7Jamss  T.  Coleman,  et  al.,  op.  cit. ,  p.  136 
For  additional  infocmation  on  Japanese  acceptance  of 
coproduced  weapons,  see  G.  R.  Hall  and  R.  E.  Johnson, 


Because  of  this  sentiment  for  home  produced 
goods ,  a  government  may  find  it  necessary  to  nurture 
and/or  protect  a  home  industry.  Government  orders  may 
even  be  vital  to  the  survival  of  an  industry  and  the 
protection  of  the  employment  base  and  certain  skills, 
even  if  the  industry  supported  is  not  efficient. 
Coproduction  is  then  the  only  option  for  a  technology 
exporting  nation. 

Having  explored  the  politically  based  reasons 
for  nations  to  enter  into  codevelopment  or  coproduction 
agreements  the  next  question  that  rises  to  pre-eminence 
is  what  other  political  factors  are  important  to  the 
likelihood  of  a  successful  agreement.  Hall  and 
Johnson  have  some  specific  words  on  the  question: 

The  U.S.  prime  contractor  may  carry  out  its 
peuct  of  the  program  under  a  contract  with  either 
The  U.S.  Government  or  the  co-producer. 

Contractual  arrangements  for  co-production 
programs  are  simpler  when  there  is  no  direct 
governmental  sponsorship.  .  .  .  Only  a  contract 
between  the  two  firms  is  required  and  the 
Government  merely  approves  the  export  of  tech¬ 
nology  and  parts. 

The  numerous  treaties,  licenses,  and  contracts 
required  for  a  co-production  program  all  have  a 
common  purpose:  to  indicate  the  technology  to  be 
transferred,  how  it  is  to  be  transferred,  the 
payment  for  the  technology  and  the  goods  and 
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services  required  to  transfer  it,  and  the  payment 
for  any  other  goods  and  services  required  to 
produce  a  finished  product.69 

Licenses  and  contracts  are  essential  economic 
and  legal  considerations.  But  the  number  one  con¬ 
sideration  mentioned  by  Hall  and  Johnson,  "treaties," 
was  a  political  consideration.  Throughout  the  history 
of  foreign  aid  and  arms  transfers  this  has  been 
important.  Speaking  of  the  European  Recovery  Plan 
(ERP)  in  1952,  Behrman  noted: 

The  close  tie  of  ERP  with  political  and 
military  considerations  was  pointed  out 
immediately  when  some  Congressmen  expressed 
concern  that  war  might  be  precipitated  through 
efforts  of  the  Communists  to  thwart  the  pro¬ 
gram's  objectives  of  economic  and  political 
stability  in  Europe. 70 

Cornell  explored  the  importance  of  the  treaty  in  his 
analysis  of  the  role  of  NATO  in  collaborations  for 
weapons  coproduction.  He  reported  the  following: 

It  is  in  the  vital  function  of  getting 
everyone  interested  and  informed  who  may  have 
a  similar  requirement  that  NATO  has  been  of 
real  assistance.  The  present  NATO  organization 
and  process  provides  the  place  and  opportunity 
for  its  members  to  study  each  other's  needs. 


69 

G.  R.  Hall  and  R.  E.  Johnson,  op.  cit., 

p.  77. 

70 Jack  Behrman,  "Foreign  Aid  as  a  Technique 
in  Attaining  United  States  International  Economic 
Objectives."  (Doctoral  dissertation,  Princeton 
University,  1952} ,  p.  71. 
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and  the  day-to-day  contacts  and  milieu  in  which 
they  can  talk  freely,  both  informally  or 
formally,  to  consult,  argue,  exchange  ideas  and 
techniques,  and  to  reach  agreement.  The  very 
fact  that  each  is  made  aware  of  the  other's  inten¬ 
tions  and  needs  is  a  significant  move  toward 
cooperation  on  all  matters  of  mutual  interest. 
Cooperative  organization  habits  are  being  added 
to  continuously  and  taking  firmer  root  among  the 
members  by  the  interplay  of  ideas  and  agreements 
to  undertake  joint  tasks.  Above  all,  increased 
mutual  respect  and  trust  are  fostered  by  the 
proof  that  they  have  been  able  to  work  together. 
Sovereignty  does  not  seem  to  have  suffered  much, 
nor  has  the  "pocketbook"  of  any  that  have  chosen 
to  pursue  common  objectives  together. 71 

Treaties  seem,  then,  to  be  important  to  the 
likelihood  of  implementation  of  codevelopment  and 
coproduction  because  they  reduce  the  area  of  unknown 
objections  that  different  governments  and  their  prime 
contractors  may  raise  in  working  with  each  other.  They 
increase  the  familiarity  of  experience  among  or  between 
potential  coproducers.  Ball  and  Johnson  have  shown  us 
some  of  the  compelling  political  reasons  to  seek  co¬ 
production  from  the  point  of  view  of  both  the 
technology  exporting  and  importing  nations.  According 
to  the  Comptroller  General,  other  political  reasons, 
less  compelling,  are  assessed  in  exploring  the  decision 
to  engage  in  codevelopment  or  coproduction: 


71Alexander  H.  Cornell,  "An  Analysis  of 
International  Collaboration  in  the  Organization  and 
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Political  considerations  of  FMS  the  State 
Department  assesses  include: 

—  What  role  the  country  plays  in  its 
surroundings,  what  interests  it  has 
in  common  with  the  United  States,  and 
where  U.S.  interests  diverge. 

—  Whether  the  transactions  will  do  more 
to  further  U.S.  objectives  on  balance 
than  other  economic  or  political 
measures . 

—  The  position  of  influence  the  sales  might 
help  to  support,  including  the  potential 
restraint  that  cam  be  applied  in  conflict 
situations. 

~  Whether  a  particular  sale  will  set  a 
precedent  which  could  lead  to  further 
requests  for  arms  or  for  similar  requests 
from  other  countries. 

—  The  current  internal  stability  of  the 
recipient  country,  its  capacity  to 
maintain  the  stability,  and  its  attitude 
toward  human  rights. 

--  The  possible  adverse  impact  on  U.S. 
relations  with  a  friendly  government 
of  not  making  the  sale. 

«—  The  options  available  to  the  recipient 
country.  Will  a  refusal  result  in  the 
country's  turning  to  other  sources  of 
supply?  What  sources?  What  will  be 
the  political,  military,  and  economic 
implications  of  this?  If  a  country  has 
options  that  it  will  unhesitatingly  employ, 
would  our  refusal  to  sell  mean  the  for¬ 
feiting  of  opportunities  to  develop  or 
maintain  parallel  interests  and  objec¬ 
tives.  7  2 
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These  political  considerations  paint  a  picture 

of  the  concerns  that  must  be  addressed  in  evaluation 

of  a  proposal  for  codevelopment  and/or  coproduction, 

but  leave  the  question  of  how  do  .we  address  then? 

That  question  leads  us  back  to  the  work  of  Franklin  R. 

Root  and  his  models  for  analyzing  political  risk. 

Root  defined  political  analysis  as  "a  method 

of  inquiry  th.it  seeks  to  explain  the  political  behavior 

of  a  host  country  and  its  consequences  for  the  inter- 

73 

national  enterprise."  He  determined  that  in  political 

analysis  there  are  two  classificatory  schemes,  political/ 

economic  and  political/social  that  can  help  to  determine 

74 

the  why  of  change  or  stability.  "Political/economic 
risks  are  associated  with  the  actions  of  a  host  govern¬ 
ment  that  are  primarily  a  response  to  largely 
unanticipated  internal  and  external  changes  in  the 
national  economy.”75  In  contrast,  he  shows  that 
political/social  risks  cannot  be  explained  in  economic 
terms.  As  an  example,  ownership-control  changes 
develop  from  responses  to  nationalism  or  ideology  and 
not  from  economic  considerations.7® 

73 

Franklin  R.  Root,  op.  cit.,  p.  356. 

74Ibid.,  p.  357. 

75Ibid. ,  p.  357. 

76Ibid. ,  p.  358. 


The  distinction  between  political/economic 
and  political/social  uncertainties  and  risks 
is  helpful  in  the  analysis  of  host  government 
behavior  because  two  different  sets  of  models 
are  appropriate.  The  assessment  of  political/ 
economic  risks  is  primarily  dependent  on  con¬ 
cepts  and  models  drawn  from  economics  while 
the  assessment  of  political/social  risks  depend 
on  concepts  and  models  drawn  from  political 
science/  sociology/  and  psychology.  Unfor¬ 
tunately,  the  latter  fields  fall  far  short  of 
economics  in  the  availability  of  operational 
models  that  are  useful  to  the  international 
manager.  For  this  reason,  the  forecasting  of 
political/social  risks  is  much  less  sophisticated 
than  the  forecasting  of  political/econamic 

risks. 77 

The  model  that  Root  uses  to  assess  political/ 
economic  risks  is  an  aggregate  model  that  links  economic 
stability  and  instability,  balance  of  payments  dis¬ 
equilibrium  and  adjustment,  and  the  foreign  exchange 

market.  It  both  starts  and  ends  with  government 

78 

action.  (.See  Figure  1  ) . 

The  sequential  steps  of  the  model  are  as 
follows:  (1)  expansive  fiscal/monetary  policies 

of  the  host  government  cause,  12)  inflation  that, 
in  turn,  causes  (3)  a  persistent  deficit  in  the 
balance  of  payments  (mainly  via  higher  imports) 
thit  compels  (4)  remedial  government  action  to 
remove  or  suppress  the  deficit.  Although  this 
model  does  not  forecast  the  specific  adjustment 
policies  of  the  host  government,  it  does  indicate 
the  policy  options:  austerity,  transfer  restric¬ 
tions,  and  devaluation. 79 


77Ibid. ,  pp.  359-360. 
78Ibid.,  p.  360. 


Figure  1  .  A  Political/Economic  Risk  Fore 
casting  Model 


Policies 


Domestic  Inflation 


Persistent  Balance  of  Payments  Deficit 


Exhaustion  of  Owned  or  Borrowed 
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Host  Government  Response 
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Transfer 

Restrictions 


Devaluation 


*Model  from  Franklin  R.  Root,  "Analyzing 
Political  Risks  in  International  Business,”  in 
A.  Kapoor,  et  al.,  ed..  The  Multinational  Enter- 
prise  in  Transition  (Princeton",  "OT!  TKe  Darwin 
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The  model  that  Root  uses  for  analyzing  political/ 
social  risks,  he  labels  as  crude.  His  research  showed 
that  political  scientists  are  just  "...  turning 
towards  an  analysis  of  political  systems  to  explain  the 
forces  of  instability,  change  and  modernization  in 
developing  countries.  With  isolated  exceptions,  how¬ 
ever,  their  models  are  conceptual  and  verbal  rather 

80 

them  operational  and  quantitative." 

Root  adopted  Roy  C.  Macridis '  definition  of  a 

political  system  for  his  purposes.  It  is  defined  "as 

a  set  of  actors  who  perform  a  social  function  that 

involves  "deliberation  and  decision-making  for  the 

purpose  of  providing  adjustment  and  reconciliation  of 

81 

the  all-prevailing  aspirations.'" 

.  .  .  Relationships  among  four  elements  of 
this  system — decision-making,  power,  ideology 
and  institutions— make  up  the  political  process 
which  is  the  trams formation  of  conflict  among 
interest  groups  into  authoritative  (.official) 
decisions . 

Decision-making  is  the  most  universal  func¬ 
tion  of  a  political  system.  Political  decisions 
are  made  by  official  organs  of  the  state  with 
the  expectation  they  will  be  obeyed.  In  analyzing 
decision-making  in  a  particular  political  system, 
questions  such  as  these  are  pertinent:  Who  makes 
political  decisions?  How  are  these  decision 
makers  selected?  What  is  the  composition  of  the 
political  elite?  How  are  decisions  made?  By 
tradition?  By  a  charismatic  leader?  By  rational 
deliberation?  .  .  . 


80Ibid.,  p.  362. 
81Ibid.,  p.  362. 


Power  refers  to  the  intent  and  capacity  of  a 
group  or  individual  to  control  or  influence  the 
behavior  of  others.  Every  political  system  has  a 
power  configuration,  a  distribution  of  power  among 
organized  social  groups.  .  .  .  Key  questions 
relating  to  power  are  as  follows:  What  is  the 
power  configuration  of  the  organized  social 
groups?  Is  one  group  or  coalition  of'  groups 
clearly  dominant?  Is  the  power  distribution 
stable  or  shifting?  .  .  . 

Political  ideology  denotes  the  patterns  of 
thought  and  belief  that  relate  to  the  state  and 
the  government.  The  social  function  of  political 
ideology  is  to  legitimize  the  organized  force  of 
the  state.  Hence  the  presence  of  conflicting  or 
hostile  ideologies  in  a  system  is  one  of  the  best 
indices  of  instability.  Since  ideologies  generate 
the  motivations  of  power  groups,  a  study  of  group 
ideology  is  of  critical  importance  in  forecasting 
how  a  group  will  behave  in  the  future.  ... 

Political  institutions  include  both  the  formal 
organs  of  government  and  informal  organs  (political 
parties  and  other  organized  social  groups)  that 
can  influence  the  deliberation  and  decision-making 
of  government  leaders.**2 

The  relationships  among  the  four  aspects  of  the 

political  system,  decision-making,  power,  political 

ideology,  and  political  institutions,  formulate  Hoot's 

model  for  forecasting  political/social  risks.  (See 

Figure  2.)  They  evaluate,  albeit  subjectively,  the 

method  by  which  social  groups  translate  conflicts  into 

83 

government  decisions  and  policies. 

Although  all  the  elements  of  this  model  are 
inter-dependent,  changes  in  power  distribution 
and  ideology  are  the  most  common  sources  of 
political  stability  or  instability.  Shifts  in 


82 Ibid. ,  pp.  362-363. 
83Ibid.,  p.  363. 


power  distribution  (for  example,  the  ascendancy 
of  a  political  party  or  tha  military)  that  are 
not  accompanied  by  radical  shifts  in  ideology 
will  provoke  non- revolutionary  changes  in  the 
system.  Although  employing  physical  force,  most 
coup  d'etats  fall  into  this  category.  When,  how¬ 
ever,  a  major  shift  in  power  distribution  is  also 
accompanied  by  a  radical  shift  in  ideology  (for 
example ,  the  .  .  .  coup  d ' etat  in  Libya) ,  a 
revolutionary  situation  is  created  that  may  trans 
form  the  political  system  itself  with  a  new  set 
of  political  institutions.  Generally  speaking, 
changes  that  cause  a  divergence  between  ideology 
(values)  and  the  power  distribution  lead  to  con¬ 
flict.  If  a  government  fails  to  bring  about  a 
"synchronization"  between  values  and  the  power 
configuration  through  reform,  propaganda,  or 
negotiation  and  it  does  not  have  the  power  to 
repress  conflict,  then  the  government  will  lose 
authority  (legitimacy)  and  eventually  collapse, 
either  by  violent  or  non-violent  means . 84 


Figure  2  .  A  Political/Social  Risk 
Forecasting  Model 
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According  to  Root,  the  political  considerations 


in  international  markets  result  in  an  analysis  of  the 
why  of  change  or  stability.  In  international  arms 
transfers,  political  considerations  can  be  viewed  from 
several  perspectives.  Prom  the  point  of  view  of  the 
technology  acquiring  nation  several  political  considera¬ 
tions  were  noted.  One  decision  was  made  to  acquire  a 
new  system  and  another  to  manufacture  it  locally.  A 
desire  to  acquire  increased  technical  capacity  became  a 
decision.  For  smaller  nations  the  economies  of  scale 
that  are  available  from  coproduction  agreements  and 
the  increased  national  acceptance  of  locally  produced 
products  are  positive  incentives  for  the  populace  to 
maintain  the  current  leadership.  The  creation  of  new 
jobs  and/or  the  protection  of  a  less  efficient  national 
industry  also  maintains  the  image  and  self-esteem  of 
the  government.  Prom  the  perspective  of  the  technology 
supplying  nation  coproduction  may  be  the  only  alternative 
to  no  increased  sales  at  all.  But  other  positive 
incentives  exist  as  well.  Once  a  coproduction  agree¬ 
ment  is  reached,  the  supplier  nation  can  use  local 
economic  and  political  pressures  in  the  acquiring 
nation  to  maintain  the  agreement  and  the  industry. 
Coproduction  encourages  economic  development  to  a  limited 
extent,  at  least  as  far  as  the  defense  industry  is 
concerned.  And,  finally,  the  transfer  of  technology 
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provides  alternate  operational  and  maintenance  facilities 
to  support  projection  of  the  supplier  nation's  foreign 
policy.  For  both  acquiring  and  supplying  nation 
the  ability  to  add  more  control  to  balance  of  payments 
deficits  is  a  positive  consideration. 

Other  political  considerations  flow  from  the 
above  decisions.  Once  the  attractiveness  of  coproduc¬ 
tion  is  established  the  supplier  nation  has  to  evaluate 
the  particular  proposal  and  determine  how  to  start  the 
enterprise.  Addressing  the  latter  consideration 
first,  treaties,  licenses  and  contracts  establish  the 
boundaries  of  what  technology,  goods  and  services  are 
to  be  transferred.  Treaties  also  promote  closer  ties 
by  helping  to  establish  bonds  of  familiarity  and 
reducing  uncertainty.  Treaties,  licenses  and  contracts, 
thereby  reduce  the  coproduction  proposal  to  concrete 
reality.  The  former  consideration,  evaluation  of  the 
particular  proposal,  is  more  complex.  The  Comptroller 
of  the  United  States  listed  questions  to  which  the 
State  Department  must  seek  answers.  Root  presented  a 
model  for  evaluation  of  political/social  risks,  but 
called  it  crude.  Both  documents  point  to  the 
importance  of  evaluating  the  stability  of  recipient 
nations.  Both  left  the  answers  to  their  questions  to 
subjective  determination.  In  an  effort  to  find 

i 

clearly  objective  and  definable  factors  of  national 
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stability  to  use  in  evaluating  the  political  considera¬ 
tions  in  offset  proposals,  a  mini-study  was  prompted  in 

* 

political  socialization  to  locate  a  suitable  scale. 

Mo  existing  scale  was  found.  A  model  for  evaluation 
was  aggregated  from  readings  in  the  area.  The  efforts 
to  locate  a  scale  of  stability  are  described  in  the 
following  section. 


Stability  in  Governments 

Tapper  tells  us  that  "a  central  issue  in  the 

study  of  politics  is  to  account  for  the  stability  of 

85 

the  political  order." 

The  essential  ingredient  in  this  relationship 
is  the  support  of  the  citizenry  for  the  esta¬ 
blished  order.  Citizen  support  is  not  something 
that  nation  states  can  take  for  granted,  so 
institutions  have  been  established  and  processes 
instigated  that  have  as  their  goal  the  building 
of  support.  These  processes  are  invariably 
referred  to  as  socialization  and  the  institutions 
as  the  socializing  agents.  On  the  basis  of  this 
theory  political  stability  is  thus  a  consequence 
of  socialization  processes  that  are  effective  in 
creating  citizen  support. 86 

Using  this  as  a  basis,  then,  the  task  becomes  a  method 
of  identifying  the  socialization  processes  and  utiliz¬ 
ing  a  scale  or  model  to  judge  them  qualitatively  or 
quantitatively  to  determine  the  degree  of  stability. 
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Ted  Tapper,  Political  Education  and 
Stability,  Elite  Responses  to  political  Conflict 
(London*  Jonh^ilTay  and  feons,  Lta. ,  IS75T7  P» 

86 


Ibid.,  p.  1 


Unfortunately,  no  standard  list  of  processes  and  no 
standard  scale  or  model  for  stability  proved  to  be 
available.  That  resulted  in  a  more  extensive  research 
into  political  socialization  to  devise  such,  a  scale  or 
model.  The  actual  development  of  the  resultant  model 
will  be  described  in  Chapter  3.  The  background  of  the 
literature  search  to  enable  that  development  is  addressed 


here. 


According  to  Tapper  most  models  of  a  political 


system  have  a  common  structure  that  is  described  as  a 
number  of  outputs  and  inputs  wherein  the  outputs  feed¬ 
back  to  modify  the  inputs.  There  are  two  input 

87 

variables,  demands  and  support.  He  says  of  demands 
that. 

It  is  much  easier  to  control  or  stimulate 
demands  than  it  is  to  build  or  destroy  support. 
Demands, therefore,  are  more  likely  than  support 
to  be  influenced  by  factors  other  than  socializa¬ 
tion.  88 

Support  is  composed  of  both  mass  socialized  support 

OQ 

and  elite  recruitment  and  socialization.  Tapper 
says  of  elite  recruitment  and  socialization: 

Nhen  political  scientists  talk  of  elite 
recruitment  and  socialization  they  are  invariably 
thinking  in  terms  of  political  activists  and  more 
especially  the  institutionalized  political  elites. 


The  central  premise  is  that  to  keep  the  political 
life  of  a  society  flourishing,  and  all  that 
follows  from  that,  there  have  to  be  individuals 
who  are  prepared  to  engage  in  political  activities 
and  to  hold  political  office.  .  .  .  Empirical 
evidence  shows  that  democratic  values  acre  more 
faithfully  adhered  to  by  political  elites  than 
by  most  other  citizens.  Activists  can  be  viewed 
as  the  custodians  of  the  society's  values.90 

Tapper  uses  Easton  and  Dennis ' s  definition  of  support 

to  subdivide  mass  socialized  support  into  two  cate- 

91 

gories,  specific  and  diffuse. 

Specific  support  is  the  individual's  assessment 
of  the  rewards  and  disadvantages  accruing  to  him 
from  his  belonging  to  the  political  system  and 
more  particular ly  it  is  his  evaluation  of  the 
personal  effects  of  governmental  policies. 

Diffuse  support  is  .  .  .  the  generalized  trust 
and  confidence  that  members  invest  in  the  various 
objects  of  the  system  as  ends  in  themselves.92 

Aside  from  this  definition  of  mass  socialized 
support.  Tapper  also  attributes  consequences  to  support; 
the  ability  of  the  political  system  to  maintain  itself. 
He  distinguishes  between  the  qualities  of  maintenance 
and  persistence. 

Maintenance  can  be  viewed  as  the  perpetuation  of  a 
system  in  an  unchanged  form,  while  persistence  g 
represents  a  modification  of  that  system  over  time. 

In  stronger  tones  Tapper  refers  to  cleavages  within  a 

•society  in  referring  to  the  inability  of  a  society  to 
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maintain  or  persist.  Be  quotes  Li-jphart: 

If  a  society  is  divided  by  sharp  mutually 
reinforcing  cleavages  within  each  segment  of  the 
population  living  in  its  own  separate  world,  the 
dangers  of  a  breakdown  of  the  system  are  clear — 
not  only  to  the  social  scientist  but  to  any 
reasonably  intelligent  observer,  including  the 

political  decision-makers. 94 

Looking  further  into  methods  of  identifying 
socialization  processes  Milnor  strongly  implies  that 
elections  are  stabilizers  for  any  type  of  government. 

He  says  the  following: 

Elections  are  more  than  just  the  occasional 
activation  of  a  political  institution.  They 
appear  to  be  social  institutions,  strange  ones 
at  that,  because  through  the  electoral  system 
individuals  in  the  political  system  respond  to 
the  whole— the  electors  respond  to  the  decisions 
past,  present,  and  potential  of  the  government 
that  is  attempting  to  serve  their  interests. 95 

However,  the  type  of  system  that  a  government  utilizes 

after  the  election,  plurality  or  proportionality,  is  an 

attribute  that  cam  describe  the  system  and,  to  some 

degree,  its  stability.  Milnor  says  this: 

.  .  .  Plurality  systems,  characterized  by 
single-member  districts  that  reward  local 
pluralities,  penalize  minorities  severely, 
leaving  them  without  a  shred  of  representation 
unless  they  can  muster  sufficient  strength  to 
defeat  any  coalition  against  them,  and  thus 
contribute  directly  to  alienation  and  estrange¬ 
ment  from  politics. 


94Ibid.,  p.  231. 

9  9 Andrew  „  J...  Milnor ,  Elections  and  Political 
Stability  (Boston:  Little,  Brown  &  Company,  19^i) , 
p.'  lM. 
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It  seems  obvious  that  dissident  ideological 
movements  that  lack  the  ability  and  the  will  to 
combine  with  more  pragmatic  parties  face  a  better 
future  in  proportional  systems  than  they  do  in 
most  plurality  systems. 9° 

Milnor  makes  clear  that  he  is  using  his  state- 

ments  as  an  explanation  of  causes  of  stability  or 

instability  and  that  there  are  other  subtle  influences 

97 

that  are  not  totally  considered. 

Milnor  very  strenuously  supports  the  electoral 
process  as  a  prime  stabilizer  because  of  the  extent 
of  citizen  involvement.  He  presents  several  reasons 
which  he  lists  as  "two,"  but  which  produce  attributes 
that  affect  this  study.  He  says  the  following: 

His  involvement  with  the  political  system 
is  at  least  twofold.  First,  he  votes  for  parties 
and  candidates  most  favorable  to  those  causes  to 
which  he  is  attached.  He  is  integrated  into  the 
political  system  insofar  as  his  particular  interests 
receive  the  attention  of  the  majority  supporting 
the  government,  or  at  least  insofar  as  the  majority 
does  not  threaten  his  interests.  The  voter  is 
able  to  identify  with  the  government  precisely 
because  he  feels  that  his  act  of  voting  has  meaning 
in  terms  of  specific  protection  which  he  receives 
from  the  government.  Secondly,  the  act  of  voting 
itself  integrates  the  voter  into  the  political 
system.  By  playing  a  part  in  the  political  system 
which  he  conceives  of  as  meaningful  and  useful, 
he  is  in  a  very  real  sense  affirming  his  own  role 
in  the  system.  The  act  of  voting  brings  him  as 
close  as  he  may  ever  come  to  the  actual  decision 
process,  and  that  may  be  a  very  important  political 
fact  for  the  electorate  at  large. 9* 


96 Ibid. ,  p.  101. 
97Ibid.,  pp.  10 Q -101. 
"ibid.,  p.  104. 
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Milnor's  words  show  that  it  is  not  the  electoral 
process  that  is  important.  Rather,  it  is  the  extent 
of  citizen  involvement  that  it  elicits  that  contri¬ 
butes  to  stability. 

Hughes,  in  looking  at  the  electoral  process, 
found  both  long  and  short  term  influences  that  contri¬ 
bute  to  stable  or  unstable  behavior.  The  more  important 
are  the  long  term  influences  of  political  socialization. 

As  to  the  long-term  dispositions,  we  know  that 
individuals  tend  to  vote  as  members  of  social 
groups;  political  attitudes  are  stabilized  in 
terms  of  association  with  other  members  of  the 
principal  basic  social  groups  in  which  the  voter 
is  involved.  ...  It  is  as  a  structure  of  groups 
that  society  is  most  stable  and  integrated,  and 
changes  most  slowly.  The  individual  voter  is 
socialized  into  his  political  attitudes,  not, 
as  Sir  Ivor  Jennings  suggested,  on  casting  his 
first  vote,  nor  at  the  moment  of  birth,  as 
Private  Willis  of  the  Guards  believed  in  Iceland, 
but  in  his  mid  and  late  teens,  one  consequence 
is  the  remarkably  high  positive  correlation 
between  the  voter's  political  allegiance  and 
that  of  his  parents.  .  .* 9 

To  Hughes,  these  long  term  influences  are  so  strong 

that  they  tend  to  distort  the  perception  of  any 

transitory  influences.  Short  term  influences  have  a 

better  chance  of  affecting  stable  behavior  if  they  sure 

substantial  and  easy  to  comprehend.  He  uses  as 

examples,  war,  depressions,  and  other  like  occurrences.100 


9 Colin  A.  Hughes,  Political  Stability  and 
Political  Behavior  CSt.  Luke's,  Queensland,  Australia: 
University  o£  Queensland  Press,  1968),  pp.  23-24. 
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systaaa#  the  national  loaders  asst  striae  to 
aalntaln  the  prestige  of  a  nation's  night  and 
will.  Xf  the  reputation  of  a  nation's  ailitary 
poser  is  allowed  to  tarnish#  future  bargaining 
poser  will  be  seakaaodTH* 

boson  utilises  ailitary#  eooaoaio  sad  socio¬ 
poll  tioal  footers  to  establish  a  basis  for  stability. 
Aaoag  his  ailitary  festers  are  use  of  external  hostili 
ties  to  increase  unity#  a  strong  ssass  of  "national" 
self- Inage  and  the  aoooapanylng  lash  of  irredsatlse. U 


***mrold  L.  bisburg#  "Uses  of  Violence# "  in 
Prod  A.  •ondexaona#  at  al.  #  ed.  #  op#  dt.  #  p.  Itt. 


potential  of  the 


notion  for  full  enployasnt*  tbo  polltlool  potontlol 
to  offoot  outside  nations#  ooeiol  — Inilotlon 

minority  cultures,  voloe  sharing  and  oapaotatl 

_ . _ «...  Ul 


tbo  meerohlatory  of 


to  polltlool  and  military  atablllty. 


ftonlor  la  a 


of  tbo 


tuti  for 


oapaelty  of  a 


particular  geographic  aroa.  Upon  thla  la  built  tbo 
social  olios  to  that  dotondaoo  atablUty  or  lnstabU- 
lty.  any  change  la  sufficiency  or  utilisation  of 


lty.  any 


turn  of  tbo  society 


la 

11» 


instability. 


during  tbo 


literature  ooarob  barn  mentioned  various  factors 
affoctlag  stability  or  Instability,  unfortunately  no 
quantitative  or  qualitative  nodal  uaa  looetod  that 
oould  aoalat  la  evaluating  tbo  atablUty  of  a  government 
for  tbo  piirtnaas  of  determining  tbo  libel Ihood  of  laple- 
nontatlon  la  a  specific  offset  proposal.  Za  chapter 

u#Xbid.,  pp.  MJ-JI7. 

etMitf.  "TimmmmI  n  nl  Tertian Idwrlirtl 
frerejulsltee  for  boblovlag  roUtloal  and  lOUtanr 
Stability#*  la  David  Carlton  and  Carla  Pchnnrf  »_oi. » 


#  PP*  *41- 


I 


of  tha  aodol  that  m bo  oatd  will 


in  tho  Molvtiea  of  offooto 


to  tho  Optional 


nations  to 


to  ontar  of foot 


to  for 


it  and  ooprodootlon  ara  oloaaly  latartviaod  with 
factor#  and  <  opBsldnmfcionn - 


**  *v  ■  *  »  >  -a - 


of  a 
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strategy,  taction  and 


atadiad  this 


to  dmkp 


and  can  for  tho  ngloymt  of  off- 


of  tho  bsnsf  its  hm 


Oof anas  policy 


participation  la 


3300.3  ara  aa 


3.  To 


to  allins  aa  qaidtly  aa 


•ad  ita  «1Um»  MpaeiiUy  by  allml mating 
WMoauary  ad  Mittfsl  apUotttd  of  fort. 

3.  To  atadirdin  oqoipmant  aa  mach  a  poaalbla. 

4.  To  orooto  oloaag  military  tioo  among  tbo 


Tho  polio 1m  rootriot  oooporatioo  to  tbooo 
progrtoo  which  Mtiofy  a  military  nood  and  pcoaido 
tho  United  Statoo  with  doaiga  and  prodootion  righto 
oquiralont  to  thooo  aocorod  Cram  domootio  ooarooo. 
Moroovor,  proforomoo  io  to  bo  gioom  to  prograao 
not  odr^rsoly  affecting  tho  o.f.  balomoo  of  pay 


Samoa  omd  hold  aapport  tho  ooo 
atamdardiaatioo  ao  a  aatiomal  oooority 


offoot 


ita  aa 


Ha&arom*  laaa  and  laid  oay 


that  "otamdordlsatiom  faeilitatoo  i 
O.S.  amd  alliod  forooo*  ooo  of  tho 


O.S.  forooa  to 


r  ooo  of  tho  aaoa  or  aimilar 
tbo  capability  of  tlllt*  omd 
Joist  MoLorom# 


in  apeak tog  of  tho  IMO  alliance,  ooya  tho  following* 


Me  moot  to  achieve  atamdardiaatioo  of  military 
oquipoant  within  MO  wherever  oompotiblo  with 


* 


9 
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obstacles  not  only  prayaat  progress  fcon  starting 
but  thoy  also  lAflaanos  tha  nature  and  nut  nr—  of 
program  which  do  start. US 

w  and  his  fallow  ressarohars  ralata  four  othar 

dlsadyantagas  of  ooprodactlon.  thay  lnclads  tha  drain 

on  O.t.  araad  foroas  parsonnal  who  hava  to  ohonldar  tha 

afelnlstratiyo  bnrdans  of  tha  progran  la  addition  to 

norm!  datias.  tha  prolifsratlon  of  ams  asoog  lassar- 

davalopad  and  days  loping  nations,  tha  traaafar  of 

tachnology  and  tha  daeraaaad  cash  Inflow  fron  straight 

salas.  although  thay  actnowladgad  tha  uaahnatt  of  thair 

last  point  daa  to  tha  poaslbility  of  no  aulaa.12* 

hanhaa  givas  as  a  obaeklist  that  is  asad  in 

tha  0  apart  want  of  Stata  in  ayaluating 

saoarlty  inpacts  in  ams  transfars.  Tha  qaastiona 

nhioh  ara  aakad  ara  as  followsi 

Tha  throat  tha  nilltary  oapabillty  is  sappossd 
to  ooantar  or  dotar.  whathar  tha  Uhltad  Stataa 
agroaa  on  tha  natara  of  tha  throat,  and  how  it 
ra lotas  ta  0.1.  saoarlty  .... 

low  tha  proposal  ams  trada  af foots  tha 
rogional  nilltary  balanoa.  ragloaal  nilltary 
tanaiaoa.  or  tha  nilltary  batldap  plana  of 
snothar  ooantry. 

Whathar  tha  rocipiant  ooantry  haa  tha  oapa- 
billty  to  absorb  and  atlllsa  tha  ama  sffsotivoly. 
that  othar  nilltary  latarosts^for  aaannla. 


The  impact  on  0.8.  readiness.  .  .  . 

Whether  a  substantial  physical  dapandanca  on 
0.8.  sources  of  supply  could  anabla  tha  Onitad 
8tatas  to  battar  control  conflict  undar  certain 
circumstances . 

finally ,  except  in  special  circumstances,  the 
Onitad  States  does  not  sail  or  othanrise  transfer 
certain  sensitive  items  such  as  hand-transportable 
surface-to-air  missiles  and  weapons  which  are 
primarily  designed  for  use  against  crowds. 127 

Tha  basic  issue  is  to  make  tha  bast  possible 
systematic  judgment  in  light  of  tha  totality  of 
0.8.  interests  just  as  is  dona  in  other  inter¬ 
national  political  judgments.  And  this  is  a 
critical  point i  security  relationships  are  an 
element  of  foreign  policy  and  thus  neither  more 
or  less  subject  to  uncertainties  than  any  other 
tool  of  policy. 128 

The  national  security  factors  have  been  shown 
to  be  closely  intertwined  with  the  political  considera¬ 
tions  which  were  examined  in  some  detail.  We  have  also 
said  that  they  were  intertwined  with  theeconomic  factors. 
That  aspect  of  offsets  in  international  arms  transfers 
will  be  examined  next. 


Economic  motors 


The  lmportanos  of  ecoacmic  factors  in  the  inter¬ 
national  arms  transfer  market  pre-dates  the  development 
of  offsets.  Zn  his  research  in  1952  into  foreign  aid 
as  a  technique  for  achieving  national  objectives, 
lahraan  said  the  following : 


1  ^William  l.  Bankee,  "The  hole  of  Arms  Trade 
in  a  Changing  world  Environment"  (unpublished  research 
msmorandxai,  Strategic  Studies  Institute,  Army  war 
College,  197(1,  pp.  8—9. 

128 


ibid.,  p.  9 
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If  regional  cooperation  is  net  tied  in  mm  fashion 
to  assistance  fron  the  united  States*  it  is  diffi¬ 
cult  to  see  shot  is  gained  by  regional  approaches 
to  sconce!  c  cooperation  with  the  Onitad  States 
although  there  My  be  strong  political,  strategic 
and  som  eoonomlo  reasons  shy  it  My  be  advanta¬ 
geous  to  the  oountries  of  a  region  to  associate 
even  in  a  loose  political  or  eoononio  organisa¬ 
tion.  129 

Be  also  recognised  the  oonpounding  of  footers  that  My 
arise  due  to  interaction.  Bah  man  acknowledged  that 
.  pressure  to  gain  a  military  or  security 
advantage  leads  into  measures  contrary  to  long-run 
United  States  international  ooononlc  goals." 

Dolins  researched  the  eoonomic  factor  in  inter¬ 
national  joint  ventures  experienced  by  NATO  and  OBCD. 

Be  traced  the  distrust  and  lack  of  willingness  to  share 
in  early  proposals  for  joint  ventures  and  the  attempt 
that  oountries  mode  to  manipulate  share  costs  formulae 
to  prevent  any  one  nation  from  oooking  its  goose  over 
the  common  fire.131  Be  too  recognised  the  factor 
interaction  with  the  following  comment: 


125 Jack  V.  Boh man,  "foreign  Aid  as  a  Technique 
in  Attaining  United  States  international  Boonomic 
Objectives,  (Doctoral  dissertation,  Prinoeton 
University,  1952),  p.  52. 

130Xbid.,  p.  16. 

131Stanley  L.  Dolins,  "The  Boonomic  Alloca¬ 
tion  of  Share-Costs  in  Joint  international  Ventures i 
An  Examination  of  the  BASO  and  OtCD-DAC  Experience" 
(Doctoral  dissertation,  University  of  Colorado,  1965) , 
pp.  21-32. 


Xa  military  seianca,  tha  political  military 
and  ocooomic  p rob lama  arc  often  only  different 
faoata  of  the  aama  problem.  Zf  tha  objectives 
of  military  action  arc  distinguished  aa  tha 
political  problam,  tha  choioa  of  maana  for 
achieving  thaaa  objectives  baoemaa  tha  military 
problam,  while  tha  financing  of  thaaa  military 
maana  may  be  considered  tha  economic  problam. 

Baparia noa  reveals  that  snob  problems  are 
solved  in  a  nearly  simultaneous  fashion. 

Initially,  however,  tha  economic  aspects  of 
tha  problem  may  be  referred  to  by  considering 
first,  how  each  each  nation  can  afford  and 
seoond,  what  is  each  nation's  appropriate 
share  of  |h^  total  military  ooets  of  the 

■scenes  of  his  early  research  into  international 
joint  ventures,  Dolins  did  not  find  a  great  deal  of 
evidence  to  stpport  aa  optimistic  future  for  cooperation 
on  a  multi-national  level.  Bis  research  left  him  with 
definitely  negative  feelings  about  their  use  in  the 
future,  he  said  the  followings 

In  conclusion,  a  military  alliance  that  seeks 
significant  economies  and  a  sharing  of  joint 
effort  through  specialisation  in  military  labor 
and  materiel  is  difficult  to  effect.  The 
theoretical  economies  are  almost  never  realised 
because  the  issues  hinge  on  factors  other  than 
the  joint  interest.  The  degree  of  specialisation 
that  resul^is  largely  a^fuaetion^of  the  oo— it- 

purpose. 1^3 

Otb»r  researchers  were  more  positive  in  their 
views  of  the  economic  factors  supporting  oodevslopmsnt 
and  coproduction,  vaadevanter  in  his  study  of 


waXbid.,  p.  «». 
133Xbid.,  pp.  94-95 


collaboration  in  weapons  production  said  the  following! 


the  biggest  advantage  of  coordinated  production 
that  its  proponents  cite  is  the  reduction  in  the 
cost  of  weapons.  As  nations  ccsblna  to  buy  large 
quantities  of  a  single  item,  they  profit  free  the 
economies  of  scale.  Their  sharing  the  burden  of 
research,  development,  engineering,  and  testing 
will  also  help  lower  the  cost  of  the  end  product. 
Then,  too,  it  has  been  pointed  out  that  the  sea Her 
nations,  whose  industries  could  not  produce 
entire  weapon  systems,  and  who  eight  be  squeesed 
out  in  unrestricted  competition  among  the  big 
manufacturers,  could  participate  in  NATO-wide 
programs  as  subcontractors . 13* 

Ball  and  Johnson  in  their  study  of  specific 
cases  of  aircraft  production  and  procurement  strategies 
paid  particular  attention  to  the  Japanese  coproduction 
of  the  American  designed  F-104J  aircraft.  They  found 
coproduction  to  produce  very  favorable  economic  impacts 
for  the  technology  exporting  nation. 

Zf  we  look  for  a  moment  solely  at  the  impact 
of  oo-production  on  the  0.8.  balance  of  payments, 
the  advantages  may  not  be  as  large  as  often  sup¬ 
posed.  For  the  F-104J  program,  for  example,  in 
addition  to  the  $75  million  the  united  States 
contributed  to  the  program — all  of  which  was  spent 
in  the  United  8tates— we  estimate  that  about  $88.7 
million  of  the  Japanese  contribution  was  also 
spent  in  the  United  States.  ...  In  other  words, 
the  F-104J  program  yielded  a  net  addition  to  0.8. 
exports,  and  therefore  in  our  favor  in  the  balance 
of  trade,  of  nearly  $90  million. 1*3 


13*slliott  Vandevanter,  Jr.,  International 
Logistics t  Interallied  Collaboration  lnVsapons  ~ 
Production  ffkshilgton,  D.d.t  industrial  dollege  of 
the  Armed’forces,  1967),  p.  5. 

135G.  R.  Ball  and  R.  B.  Johnson,  "Aircraft 
Co-Production  and  Procurement  Strategy"  (unpublished 
research  report,  Santa  Monica,  California!  Rand 
Corporation,  1967),  p.  184. 


94 


la  addition  to  tha  balanoa  of  payments  advent ages  that 
nay  accrua.  Hall  and  Johnson  nantion  savaral  othar  impor¬ 
tant  banafits  of  coproduction.  Thay  includa  sharing 
tha  financial  burden,  political  and  aoononic  accept¬ 
ability  of  a  foreign  designed  or  partially  designed 
system,  and  elimination  of  dependence  on  sole  source 
suppliers  and  the  consequent  monopoly  pricing  prac¬ 
tices.13*  Coleman  is  also  a  strong  supporter  of  copro¬ 
duction  for  economic  reasons  in  addition  to  balance  of 
payment  considerations.  The  designing  country,  in 
instances  where  code ve lopeen t  is  not  undertaken,  enjoys 
the  introduction  of  technological  improvements  paid  for 
by  the  other  nations.  Where  codevelopment  is  undertaken, 
new  technology  is  still  obtained  at  a  reduced  cost.  The 
increased  pool  of  skilled  workers  that  results  also 

137 

decreases  costs  associated  with  the  logistics  system. 

Cat ledge  and  Xnudsen  approach  the  economic 
factors  of  coproduction  from  a  slightly  different 
perspective.  They  ask  the  question  of  what  are  the 
penalties  associated  with  not  agreeing  to  codevelop¬ 
ment  and  coproduction  proposals  from  other  nations, 
particularly  the  emerging  ones. 

136Xbid.,  pp.  188-189. 

13 7 James  T.  Coleman,  at  al. ,  "On  Soam  Aspects 
of  Foreign  Military  Sales”  (Research  report.  Air 
Command  and  Staff  College,  Air  University,  197S) , 
pp.  139-140. 
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Even  though  a  country  night  presently  lack  tha 
capability  of  entering  into  production  of  a 
major  system,  failure  of  the  United  States  to 
recognise  these  rising  industrial  and 
technological  ambitions  may  lead  the  oountry 
to  seek  military  assistance  from  sources 
unfriendly  to  the  United  States.  Should  this 
occur,  the  United  States  mould  not  only  be 
losing  a  customer  but  may  likely  be  losing  an 
ally. 138 

The  research  of  Sanaa  and  Reid  supports  this 
139 

approach  and  viewpoint.  Bowever,  they  also  found 
some  disincentives  to  coproduction,  economic  and  other¬ 
wise,  that  ware  seldom  mentioned  elsewhere.  Among 
these  disincentives  were  the  attitudes  of  labor  and 
labor  unions,  the  ability  of  the  developing  nations  to 
support  the  costs  and  technological  demands  of  copro¬ 
duction,  and  finally  the  thought  of  helping  to  generate 
a  potential  competitor  for  future  markets.140  The 
Comptroller  raised  a  practical  problem  that  has  aince 
diminished  although  it  is  still  with  us;  the  problem 
of  differences  in  national  standards. 


138 

Morris  B.  Catledge  and  Lorrie  F.  Knudsen, 
"Foreign  Military  Sales;  United  States  Involvement 
in  Coproduction  and  Trends  Toward  codevelopment. ” 
(Master's  thesis.  School  of  Systems  and  Logistics, 
Air  Force  Institute  of  Technology,  1989),  pp.  16-17. 

139 John  M.  Banes  and  James  R.  Reid,  "A  Case 
Bistory  of  the  Coproduction  of  the  F-5B  Aircraft  by 
the  United  States  of  America  and  the  Republic  of 
China.”  (Master's  thesis,  School  of  Systasw  and 
Logistics,  Air  Force  Institute  of  Technology,  1975) , 
pp.  1»  7. 

140 


Ibid.,  pp.  104-105 


The  United  States  am  the  English  system 
of  weights  andmeasures*  whereas  our  allies  and 
aoet  other  countries  in  the  world  use  the  eetrie 
system.  Moreover*  there  are  differences  in 
national  standards  for  Materials  such  as  sheet 
metal,  plate#  wire#  and  electronic  components. 
Likewise#  standards  for  engineering  drawings 
differ.  These  differences  can  pose  intricate 
problem  for  international  cooperative  develop** 
mat  program.14* 


Despite  whatever  problem  my  be  posed  by  those 
differenoes  in  national  standards#  or  the  other  econoadc 
disincentives  posed  by  the  researchers*  codevelopmnt 
and  coproduction  program  are  a  fact  of  life.  Whether 
or  not  they  will  ronaln  with  us  is#  of  course#  a  utter 
of  speculation.  But  if  the  adoption  of  checklists  by 
the  highest  levels  of  the  Departmnt  of  State  is  any 


bellweather*  than  they  will  be  with  us  for  sam  tine  to 
oom.  Bankee  reports  on  such  a  checklist*  albeit  brief* 
that  asks  several  pertinent  questions.  Is  the  proposed 
agreement  consistent  with  the  country's  development 
goals*  or  the  U.S.  economic  assistance  program?  Will 


the  agr« 


it  strain  the  country's  ability  to  manage  its 


debt  obligation  or  entail  operations  and  maintenance 
oosts  that  might  make  excessive  claim  on  future 
budgets?  Are  there  overall  econoadc  benefits  to  the 


14iU.S.,  comptroller  General* 


•77 


stive 


erj, 

.*  1973)*  p.  23. 


Tk'jv  my  f  iraa-Esai 


ongress 
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Baited  States  fro*  tha  ooprodaotioa  of 

The  eoonoaic  factors  in  tho  Departaaat  of  State 
checklist  and  tboaa  found  throughout  tha  litaratura 
aaaroh  vara  oloaaly  intertwined  with  political  oon- 
sidarations.  It  was  of tan  difficult  to  separata  than 
in  tha  raading  and  as  Do  1  ins  noted  they  ware  often 
different  aspects  of  the  saaa  problee.143  Ns  will 
turn  next  to  an  aspect  of  oodavelopasnt  and  coproduc¬ 
tion  that  was  only  briefly  discus sad i  tha  legal. 

Legal  Aspects  of  Codawalopaant  and  Coproduction 

Given  the  Aaerieaa  penchant  for  consulting 
lawyers  and  involving  thsn  in  the  drawing  of  contracts, 
a  basic  assuatption  was  that  a  rich  history  of  tha 
legal  aspects  of  codavelopsMnt  and  coproduction  was 
available.  To  be  sure  a  legal  foundation  for  the  con¬ 
duct  of  these  activities  had  been  painstakingly 
established  in  legislation s  the  Mutual  Defense 
Assistance  Act  of  1949,  tha  Mutual  Security  Acts  of 
1951  and  1954,  the  Foreign  Assistance  Act  of  1961,  the 
Foreign  Military  Sales  Act  of  1968,  the  Rio  Pact  of 
1947,  the  North  Atlantic  Treaty  of  1947,  the  AMSUS 
Treaty  of  1951  and  the  Southeast  Asia  Treaty  of 

14  Gillian  B.  Hankee,  op.  eit.,  p.  8. 

143Stanley  L.  Dolins,  op.  oit.,  p.  68. 
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1994. 144  But  a  treatise  on  the  legal  concerns  of 
enterprises  involved  in  oodevslnp— nt  and  coproduct loo 
vu  not  found.  Doacriptiooa  of  problem  that  arose 
bocauaa  of  iaauf fieient  preplanning  and  ssnsgament 
actiooa  to  overoom  than  vara  available.  An  excellent 
example  of  documentation  prepared  to  aatabllah  an 
initial  body  of  literature  for  problem  and  preoedenta 
ia  contained  in  the  Ghryaler  Corporation  report  on  the 
BBT-70  heavy  equipment  tr  ana  porter . 145  The  problem  of 
patent  rights,  third  country  sales,  at  cetera  was 


recognised,  but  if  a  eoaprehansive  body  of  knowledge 


had  been  compiled  on  the  problem  to  look  for  and  how 
they  were  overoom  in  the  past,  this  researcher  was 
not  successful  in  locating  it.  Howard,  in  examining 
technology  transfers  wrote  of  channels  for  transfer 
and  the  activities  addressed  in  each  channel. 


The  first  channel  is  government-to-governmant 
via  international  bodies  such  as  the  United  Nations 
NATO,  or  the  World  Bank.  Their  activities  include 


144For  a  discussion  of  the  formal  treaties  and 
agreements,  see  the  following:  Crawford  0.  Murphy, 

"An  Analysis  of  Foreign  Military  Sales  and  Cooperative 
Logistics  Support  Arrangements . "  (Research  reports 
Air  War  College,  1975),  pp.  7-10  and  Alexander  H. 
Cornell,  "An  Analysis  of  International  Collaboration 
in  the  Organisation  and  Management  of  Weapons  Coproduc¬ 
tion."  (Doctoral  dissertation,  American  University, 
1989),  pp.  73-95. 

149B.  D.  Jones  sad  K.L.  Buns,  ed.,  "U8/FR0 
Heavy  equipment  Transporter  Program,  BBT- 70s  Final 
Report,  BBT- 70  Planning."  (Chrysler  Corporation 
report,  Detroit,  Michigan,  1955),  127  pages. 
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cooperation  la  aclanoa  and  education.  Th a 
business  channel  lncludea  international 
corporations  or  do— tic  corporations  with 
laf  gnat  Iona  1  interests.  .  .  .  Moat  of  tba 
complicated  taohnologlaa  arc  transferred  via 
the  boa  la—  chaanala.  Tha  two  most  fre¬ 
quently  osad  nenhanlams  of  traaafar  ara  dlraot 
investment  and  lloanalag  agreements.  Tha 
third  chanaal  of  traaafar  la  tha  people-to- 
people  channel. 146 

Tha  eatagorlsatloa  of  tachnology  traaafar  Into  chaanala 
raoogalsaa  that  tha  traaafar  of  Information  with 
proprietary  lataraat  aay  lnvolva  lagal  oonoama.  Tha 
statement  that  aoat  of  tha  complicated  taohnologlaa 
go  through  bualaaaa  chaanala  and  ara  Implemented 
through  dlract  investment  or  lloaaaa  agreements  further 
ralaforoaa  that  perception.  But  Howard  doaa  not  pursue 
what  la  a  peripheral  point  la  hla  raaearch. 

McLaren  looked  at  lagal  rlghta  of  Aaarlcan 
bualaaaa  firma  dealing  with  MATO  and  ita  aubaldiary 
bodlaa  and  at  tha  proteeticae  axtaadad  to  thalr 
privately  owned  patents  and  proprietary  information. 
MATO  aad  ita  aubaidiariea  are  tnmuna  from  every  form 
of  legal  process,  but  tha  United  States  has  bilateral 
or  multilateral  agreements  with  the  various  MATO  mem¬ 
ber  countries  that  permit  protection  of  patents 


**Joe  A.  Howard ,  "Transfer  of  Technology 
Between  Developed  Nations i  An  Analysis  of  USAT 
International  Cooperative  B  aad  D."  (Doctoral 
dissertation,  Tha  Qaorge  Washington  University, 
1974) ,  pp.  25-26. 
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and  proprietary  Information  and  fair  treatment  for 
owiaia  147 

lorry  and  Pataraan  araninod  the  ooproduction 
■grssmant  for  the  IP -4  and  draw  aona  oonolnaioaa  on 
that  agreement  that  vara  raadily  applioabla  to  othar 
afforta. 


.  *  .  Tha  "lesson  laarnad"  from  tha  ooproduc¬ 
tion  agreement  with  Oaraany  was  tha  critical 
Importance  of  apacifio  and  candid  guide linaa 
for  implaeMntation  of  ooproduction  afforta.  Tha 
ooproduction  agraananta  and  prooaduraa  of  tha 
futura  mat  ba  written  aoro  like  a  buainaaa 
contract  and  laaa  like  a  political  arrangaaant. 
Logically,  if  tha  objectives  of  a  coproduction 
agreement  arc  expreaaad  in  quantitative  term  of 
dollars  and  oanta,  than  it  follows  that  guide linaa 
uaad  to  roach  tha  objectives  cannot  ba  expressed 
in  subjective  terminology,  such  as  "bast  efforts.* 
in  futura  ooproduction  projects,  specific 
prooaduraa  and  decision  criteria  should  ba 
developed  before  firm  oontracta  are  executed. 

These  procedures  and  criteria  should  appear  in 
the  country-to-country  agreement  whenever  possible, 
and  if  that  proves  impossible  or  inappropriate, 
tha  detailed  bilateral  implementation  plan  should 
ba  developed  separately  and  mutually  agreed  upon 
before  entering  the  binding  ooproduction  con- 
ii  tracts. 1*0 


147Willian  D.  McLaren,  united  8 tat 

I^t^Qui^for  Cs^^Vig  bpAftilOp _ ^  „ 

Organisations  an€  Hmdmx  Countries  (Washington.  D.C. 
Superintend*?  i  or  Pontmants,  THTT* Qovernment  Printing 
Office,  1971),  pp.  35-36. 


8 Arnold  n.  Berry  and  Bdward  A.  Petersen, 
"HP -4  Coproductiont  united  States  and  Federal 
Republic  of  Germany.”  (Master's  thesis.  School  of 
Systems  and  Logistics,  Air  roxoe  Institute  of 
Technology,  Air  University,  1975) ,  p.  100. 
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From  early  VMt  efforts  involving  joint  ventures 
and  technology  ttaufav«  through  oaaa 

atndiaa  of  developed  Mamorsnds  of  Understanding  (MOO) * 
ttaa  litaratara  researched  above  a  naad  for  more  study 
and  explanation  of  tha  lagal  aapaota  of  oodsvelopnent 
and  coproduct ion.  This  apparent  dafiolanoy  in  identi¬ 
fication  of  tha  lagal  aapaota  of  offsets  highlighted 
tha  naad  to  examine  tha  role  responsibilities  of 
agaaelas  responsible  for  national  political  objectives. 

Responsibility  for  National  Objectives 


"The  paramount  authority  and  redone ibillty  of 
tha  Bacretary  of  State  in  natters  of  foreign  policy  is 
explicitly  recognised  in  the  Foreign  Assistance  Act  of 


1961.' 


Section  622(0)  of  that  act  states t 


Under  tha  direction  of  tha  President*  the 
Secretary  of  State  shall  be  responsible  for  the 
continuous  supervision  and  general  direction  of 
tbs  assistance  programs  authorised  by  this  Act* 
Including  but  not  United  to  determining  whether 
there  shall  be  a  military  assistance  program  for 
a  country  and  the  value  thereof*  to  the  end  that 
such  programs  are  effectively  integrated  both  at 
hone  and  abroad  and  the  foreign  policy  of  the 
United  states  is  best  served  thereby.15® 


'Leroy  J.  Baugh. 


[ /•ynvTTm.tTf  \TTvi 


LtTMLr 

'.a 


S*  1967)*  p.  26. 


"Alexander  Cornell*  "An  Analysis  of  Inter¬ 
national  Collaboration  in  the  Organisation  and  Manage¬ 
ment  of  Massons  Goexodnntlon*  (Doctoral  dissertation. 


■Hlffy 


—•iff  tad  mIm.  fog  them  u»  tbt  igemcy  Cor 
international  PmlopMttt  and  the  nrioM  oof  try 
policy  dock*.151  k  political,  military  board  oador 
tha  Ondar  laoratary  of  ttaf  for  Cooarlty  Aaalatanoa 
■oaf  ragolarly  to  diaeoaa  the  aala  of  uaapona  over- 
aaaa.  Bach  propoaad  aala  ia  comaidarad  for  if 
diplomatic  implications.132 

Othar  important  raapooaibilltiaa  carried  out 
by  tba  State  Popart mant  are  to  provide  executive 
guidance  for  ooodoot  of  approved  military  aaaiataooa/ 
aalee  programs,  dataxmiM  the  developed/looe  developed 
oountriea'  oategoriee,  and  to  provide  high  level  inter¬ 
face  with  foreign  ooontriee  direotly  or  throogh  the 
ia-oouatry  diplomatic  mission.133 

Zn  addition  to  thia  high-level  coordination, 
the  ttaf  Department,  through  if  Office  of 
Monitions  Control,  la  involved  ia  tha  day-to-day 
opera t Iona  of  military  aalee.  fie  Offiee  laeuee 
liceaeea  to  U.S.  f  Irma  who  went  to  export  "munitions 
liat"  items  or  tocihnlcml  aaalvtamoe  related  thereto. 


far  loan  University,  19C9) ,  op.  101-2.  Confine 
emoexpf  from  Public  Law  97-199,  97th  Congreaa, 

laaiaLaMkiMsi  »ium» 

mShid.,  p.  102. 

^Leroy  J.  laugh,  op.  ait. ,  p.  20  and  William 
I.  Bamboo,  op.  dt« ,  p.  7. 
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foreign  Military  *  «■  ,  _ 

it  fobool,  ft.  Belvoir,  Tirglaia,  1979),  p. 
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Munition*  lint  itana  ara  broadly  dofinod  ns  ana« 
n—niil  t  Ion  and  implements  of  wr»  sad  inoludn 
fimouii  artillery,  boobs#  miss  11ns,  niaos# 
propellants#  nasal  war  vassal s#  tanks#  ordnanos 
vehicles,  military  aircraft#  firs  control  equlp- 
aaat#  toxicological  agents#  and  fohnloal  data 
related  to  these  items. 154 


Koln  of  the  Department  of  Defense 

Za  the  decision  asking  process  for  determining 
the  efficacy  of  military  assistance  or  sales  the  si ap¬ 
points  of  Department  of  Defease  officials  are  taken 
fully  into  account.  However#  it  must  be  emphasised 
that  the  Defense  Department  dons  not  make  policy  with 
respect  to  the  arms  trade.  Its  prime  responsibility 
is  to  implement  the  policy  determined  at  lt*U.lW 

the  Secretary  of  Defease  has  certain  responsi¬ 
bilities  charged  to  him  by  the  foreign  Assistance  hot 
of  19*1.  these  include i 

Determination  of  military  end-item  require¬ 
ments; 

Procurement  of  military  equipment  in  a  manner 
which  permits  its  integration  with  service 
programs; 

Supervision  of  end-item  use  by  recipient 
oountriesi 

Supervision  of  the  training  of  foreign 
military  personnel; 

Movement  and  delivery  of  solitary  end-items; 


^*leroy  J.  Baugh#  op.  olt.#  p.  26. 
15SWiliian  S.  lank  os,  op.  elt.#  pp.  7-S. 


Establishment  of  priorities  in  procurement, 
doll  wry,  and  allocation  of  military  equip¬ 


ment;  and 

Any  other  functions  within  the  Department  of 
Defense  with  respect  to  the  furnishing  of 
military  assistance.156 

Host  of  these  responsibilities  have  been  delegated  to 

variovr  elements  within  DOD  by  the  Secretary. 

The  Joint  Chiefs  of  Staff  (JCS) ♦  The  JCS 

recce  mend  military  objectives,  force  objectives,  scale 

of  equippage  and  priorities.  They  review  programs  to 

ensure  that  they  stay  in  consonance  with  global  security 

plans  and  make  recommendations  to  the  Secretary  on  all 

157 

military  assistance/sales  guidance,  plans  and  programs . 

The  Assistant  Secretary  of  Defense,  Interna¬ 
tional  Security  Affairs  (ASD/ISA) .  ASD/ISA  exercises  the 
authority  of  the  Secretary  of  Defense  in  all  military 
assistance  and  sales  matters  subject  to  the  direction, 
review  and  control  of  the  Secretary.  ASD/ISA  is  charged 
with  responsibility  for  the  development,  coordination, 
establishment  of  procedures,  and  direction  of  the 
Military  Assistance  Program,  Grant  Aid,  Foreign  Military 
Sales,  Production  and  Military  Assistance  Advisory 
Groups.138  Implementation  of  agreements,  once  signed, 

138Alexander  H.  Cornell,  op.  cit.,  p.  103. 
157Ibid.,  pp.  103-4. 

158Ibid.,  pp.  104-3. 


development  of  specific  procedures  sad  actual  negotia¬ 
tions  ara  carried  out  by  tha  subordinate  but  separata 
Oaf ansa  Security  Assistance  Agency  (DSAA).150 

The  Military  Departments.  The  aajor  responsi¬ 
bility  for  preparing  the  data  necessary  for  codevelop- 
nent  or  coproduction  progress  and  their  related  budget 
estimates  is  borne  by  the  military  departments.  They 
also  provide  advioa  and  recommendations  for  changes  to 
ASD/ZSA  as  regards  cost a,  availability*  sources  of 
supply,  delivery  forecasts  and  funding  requirements. 
They  do  the  actual  procurement  and  delivery  of  weapons 
systems#  components,  materials  and  services  in 
accordance  with  the  established  delivery  schedules . 

They  also  supply  the  Military  Assistance  Advisory 
Groups  with  the  technical  advice  pertaining  to  the 
weapon  system,  tactics  and  doctrine.160 

The  Military  Assistance  Advisory  Group  (HAAG) . 
The  MAAG  is  the  first  level  of  contact  that  coordinates 
requests  for  assistance  directly  with  members  of  the 
military  departmenta  of  foreign  governments.  There  is 
one  assigned  to  each  country  with  which  the  United 
States  maintains  diplomatic  relations.  The  MAAG  is 
staffed  with  menbers  of  the  military  departments  who 


ls*Araold  N.  Berry*  et  al. *  op.  elt.*  p.  9. 
160 Alexander  a.  Cornell*  op.  eit.#  pp.  105-7 
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work  directly  with  their  service ' a  directorate  reapon- 
sibla  for  military  aaalstanoa  and  aalaa.  Tba  HUG  la 
raaponaibla  for  on-scene  avaloationa  and  coordination. 
The  KMG  ia  an  integral  part  of  tha  0.8.  diplomatic 
adaaion  and/  thus,  raports ,  alao,  through  Department 
of  Stata  r o— mi f  nation  channels. 151 


Kola  of  othar  Executive  Agencies 

While  tha  Oafanaa  and  Stata  Departments  have 
major  con earn  with  foraign  military  aalaa ,  tha 
intarasta  and  rolaa  of  several  othar  executive 
aganclaa  ahould  not  ba  overlooked.  Tha  Commarca 
Dapartmant  has  oogniaanca  ovar  non-military  o.S. 
intarnational  trade.  It  support a  tha  Dafanaa 
Dapartmant  by  providing  foraign  industrial  informa¬ 
tion  and  basic  marketing  data,  and  by  publicising 
MATO  business  to  0.8.  industry. 

Tha  Treasury  Department  has  tha  major  respon¬ 
sibility  for  formulating  and  executing  policies 
and  programs  dealing  with  intarnational  finances 
and  currencies.  Credit  arrangements  are  frequently 
worked  out  between  Treasury,  Defense  and  tha 
Bxport-xmport  Bank  whan  a  foraign  government 
desires  audit  in  connection  with  tha  purchase  of 
o.S.  military  equipment. 

Othar  agencies  may  beooma  involved  to  a  some¬ 
what  lesser  degree.  Tha  Dapartmant  of  Agriculture 
and  its  Conmodity  Credit  Corporation  coma  into  tha 
picture  whan  barter  of  agricultural  eoamodities  is 
part  of  tha  paying  arrangamanta.  Tha  [Department 
of  Energy]  regulates  and  controls  tha  dissemination 
and  export  of  nuclear  energy  technology,  products 
and  materials;  tha  National  Aeronautics  and  Space 
Administration  (NASA)  is  interested  if  tha  national 
epaoe  program  or  its  hardware  and  technology  become 
involved.  Tha  [Dapartmant  of  Transportation]  moni¬ 
tors  aviation  and  air  traffic  control  plans.  In 
addition,  tha  Central  Intelligence  Agency  may,  at 
times,  provide  additional  information  necessary  to 
evaluate  a  particular  projected  sale. I*2 


ltljohn  R.  Young,  op.  oit.,  p.  IX-9. 

16 2 Leroy  J.  Baugh,  op.  eit.,  p.  27.  Substitu¬ 
tions  have  been  made  in  the  quotation  for  changed  names 


In  considering  the  rasponslbilitlas  for 


national  objectives  of  the  State  and  Defease  Depart¬ 
ment*,  it  would  seen  that  membership  in  an  inter¬ 
national  organization  would  complicate  those 
responsibilities.  In  reality,  with  regard  to  military 
assistance  and  sals s,  membership  in  treaty  organisa¬ 
tions  has  had  a  relatively  snail  impact  due  to  their 
lack  of  authority  and  the  requirement  for  consensual 
agreement  of  the  national  governments .  In  the  Foreword 
of  his  Guide  for  Conducting  Business  With  MATO  Organiza¬ 
tions  and  Member  Countries.  McLaren  says  the  following: 

It  should  be  emphasized  initially  that,  in 
general,  neither  the  MATO  International  Staff  nor 
Supreme  Headquarters  Allied  Powers  Europe  pur¬ 
chases  production  items  outright.  Such  purchases 
are  made  through  the  procurement  agencies  of  the 
individual  nation.  However,  personnel  of  the 
International  Staff  and  SHAPE  do  have  an  interest 
in  keeping  themselves  informed  of  new  defense 
items,  weapons  and  communications  systems.1'  ' 

The  impact  of  MATO  and  other  international  organisations 

has  been  confined  to  their  ability  to  engender  trust 

through  the  close  day-to-day  working  relationship  that 


of  agencies.  Department  of  Energy  has  absorbed  the 
responsibilities  of  the  prior  Atomic  Energy  Commission 
and  Department  of  Transportation  absorbed  the  Federal 
Aviation  Administration. 


, D.  McLaren,  United  States  Defense 
Guide  for  Conducting  Business'  with  HAW 


l63Willi 

Industry  Guide  for  conduct lnc 

SSSimTdfig  'tad  gang  covatf if r iwisgitftftaR >  d.c.» 
Superintendent  of  Documents,  P.B.  Government  Printing 
Office,  1971} ,  p.  ii. 
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has  allowed  the  discussion  of  international  cooperative 
projects.164 

Problems  Experienced  in  the  Past 

As  would  be  anticipated  in  any  endeavor 
involving  complex  agreements  between  or  among  nations 
and  companies #  some  problems  have  been  identified  in 
the  past.  In  1976  the  Comptroller  General  developed 
a  list  of  growing  concerns  in  the  international  arms 
transfer  arena.  They  included  lack  of  coherent  policy 
by  decision  makers#  the  complexity  of  contracts  written 
by  diplomats  rather  than  business  persons#  the 
increasing  tendency  for  nations  to  try  to  impose  controls 
in  international  arms  sales#  balance  of  payments  defi¬ 
cits#  declining  national  employment#  upsetting  of 
regional  balances#  the  economic  impacts  of  technology 
transfers  on  home  industries#  impacts  on  the  readiness 
of  U.S.  forces#  follow-on  support  agreements#  and 
recovery  by  the  U.S.  Government  of  costs  of  sales.165 
Two  years  earlier#  differences  in  national  standards 


64See  McLaren,  op.  eit.#  pp.  28-32  and 
Elliot  Vanda van tar,  Jr. #  International  Logistics: 
Interallied  Collaboration  in  Weapons  Production 
iWasixington,  6.d. t  Industrial  College  of  the  Armed 
Forces#  1967)#  pp.  31-35. 

165U.S.  Comptroller  General#  Foreign  Military 
Sales— A  Growing  Concern  [Reuben  P.  Ataste]  (Report 
to  the  congress#  Washington#  D.C.#  1976)#  pp.  12-31. 
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had  also  baan  considarad  a  major  problem.3,66  The 
absanea  of  that  subjact  from  tha  list  in  1976  indi- 
catad  tha  improvement  that  had  baan  made  in  that  araa. 

In  between  thosa  two  reports,  Banas  and  Raid 
in  their  research  on  tha  Republic  of  China  F-5E  copro¬ 
duction  effort  identified  tha  impact  of  inflation* 
uncertainty  of  production  equipment  quantity  require¬ 
ments,  material  shortages  and  untimely  contract  awards 
for  government  furnished  equipment  or  aeronautical 
equipment*  controls  on  delivery  of  goods  to  tha 

customer  by  their  selected  vendor  and  coordination 

167 

and  communication. 

Other  Related  Areas  for  Research 

Two  very  major  areas  of  concern  for  researchers 
that  warrant  extensive  study  are  closely  associated 
with  this  research.  They  are  cooperative  international 
logistics  and  technology  transfer.  Cooperative  inter¬ 
national  logistics  is  a  natural  follow-on  to  any  form 

168 

of  arms  transfer.  For  the  interested  reader  Ray 

4S6U.S.  Comptroller  General*  Benefits  and  Draw¬ 
backs  of  P.S.  Participation  in  Military* Cooperative 
Research  and  ttevelopment  Programs  with  Allied  Countries 
IR.rt.  XelXerJ  (Report  to  the  Congress*  Washington,  b.C. 
1974}*  pp.  23-24. 

167 

°  John  M.  Banas*  et  al.*  op.  cit.*  pp.  83-84. 

168william  D.  Ray*  "Nonstandard  Systems  Support 
for  Foreign  Military  Sales t  Concept  and  Application” 
(Project  report*  Defense  Systems  Management  College*  Ft 
Belvoir*  Virginia*  1976)*  pp.  8*  13. 
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discus ms  the  objectives  of  cooperative  international 

logistics  and  the  criteria  for  Mtting  up  appropriate 

169 

programs.  Cornell  addresses  the  management  concerns 
in  these  programs.  Technology  transfer  is  looked  at 
and  evaluated  in  a  number  of  ways  by  reMarchers. 
Approaches  vary  from  the  willingness  of  the  firm  to 
participate  (Hall  and  Johnson) ,*70  through  cost  of 
resources  (Teece)  ,171  to  developing  trends  (Fasick)  372 
The  factors  affecting  technology  transfer,  both  human 
and  equipment,  are  addressed  by  Howard,  McLaren  and 
Oh.173 


16 9 Alexander  H.  Cornell,  op.  cit. ,  p.  133. 

170G.  R.  Hall  and  R.  E.  Johnson,  "Aircraft 
Coproduction  and  Procurement  Strategy"  (Research 
report,  Santa  Monica,  California,  Rand  Corporation, 
1967),  pp.  48-49,  50. 

17JT>avid  J.  Teece,  "The  Multinational  Corpora¬ 
tion  and  the  Resource  Cost  of  International  Technology 
Transfer"  (Doctoral  dissertation,  University  of 
Pennsylvania,  1975),  pp.  116-118,  178-179. 

172 

J.  Kenneth  Fasick,  "International  Sales: 
Perspectives  on  Technology  Transfers  and  Contractual 
Obligations,”  in  University  of  Virginia  Conference  on 
Procurement  and  Grants  Management:  Proceedings  of  the 
1976  International  Conference  on  Procurement  an? 

Grants  Management  Held  at  The  Boar's  Head  in n. 
Charlottesville,  Virginia,  April  28- jo,  l9>6  (Univ . 
of  Virginia,  1$7^) ,  p.  46.  ™ 

173 Joe  A.  Howard,  "Transfer  of  Technology 
Between  Developed  Nations:  An  Analysis  of  Interna¬ 
tional  R  and  D”  (Doctoral  dissertation.  The  George 
Washington  University,  1974),  pp.  24-27;  William  D. 
McLaren,  op.  cit.,  p.  17;  Moonsong  Oh,  "The  Role  of 
International  Corporations  in  the  Transfer  of  Tech¬ 
nology  to  Developing  Countries”  (Doctoral  dissertation. 
University  of  Pennsylvania,  1970),  p.  15. 


Summary 


In  this  chapter  we  have  attempted  to  develop 
the  evolution  of  offsets  in  the  United  States.  Starting 
with  George  Stern  Quick's  research  on  the  Industry 
Integration  Committee  of  the  Army  Ordnance  Department 
in  World  War  II  and  those  first  efforts  of  U.S.  industry 
to  share  patents,  technology  and  management  efforts, 
the  thread  has  been  woven  through  grant  aid  and 
foreign  military  sales  to  the  quest  today  for  codevelop- 
ment  and  coproduction  by  both  developed  and  lesser 
developed  countries.  The  impact  of  legislation  and  the 
changes  in  policy  that  have  accompanied  this  evolution 
were  also  traced  with  respect  to  political  considerations, 
including  determination  of  stability,  national  security 
concerns,  economic  factors  and  legal  aspects.  The 
responsibility  for  national  objectives  was  examined  with 
respect  to  the  roles  of  the  Departments  of  State  and 
Defense  and  of  other  government  agencies.  The  impact  of 
membership  in  international  organisations  was  also 
addressed.  In  concluding,  past  problems  that  arose  in 
the  development  of  offset  proposals  were  examined  and 
other  related  areas  for  research  were  very  lightly 
touched. 


Chapter  Three 


DESIGN  OF  THE  INVESTIGATION 

Due  to  the  relative  newness  of  the  field  of 
cooperative  research  and  development  (codevelopment) , 
and  coordinated  production  (coproduction) ,  the  initial 
design  of  this  investigation  involved  library  research 
into  a  number  of  related  areas.  This  was  necessary  to 
find  the  leads  that  were  needed  to  develop  an  appro¬ 
priate  perspective  of  a  newly  developed  field  for 
research.  The  literature  review  included  foreign 
military  sales,  international  logistics,  technology 
transfer,  arms  transfers  and  to  a  more  limited  extent 
the  economic  issues  of  balance  of  payments,  production/ 
share  coating  and  the  political  issues  of  stability  and 
types  of  treaties.  Each  article  was  reviewed  with  a 
particular  bias  toward  how  it  could  have  contributed  to 
a  preference  for  an  offset  proposal  and  its  concerns 
with  political,  cultural  and  legal  considerations.  The 
developmental  pattern  that  emerged  was  described  in 
Chapter  Two. 

After  the  development  had  been  ferreted  from 
the  literature,  a  closer  look  was  taken  to  identify 
factors  that  might  have  a  strong  relationship  with  the 
implementation  or  non-implementation  of  an  offset 
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proposal.  Bow  thoss  factors  wars  identified  and  devel- 
opsd  as  'variables  for  this  research  will  ba  the  primary 
subject  of  this  chapter.  Also  contained  in  this  chap¬ 
ter  are  a  description  of  the  research  method  used  to 
obtain  the  necessary  data,  development  of  the  appro¬ 
priate  research  procedure,  and  selection  of  the  research 
technique,  discriminant  analysis.  The  chapter  will  then 
describe  the  data  used  in  the  research  and  the  hypothe¬ 
sis  that  was  postulated  as  the  basis  for  this  research. 
The  final  part  of  the  chapter  will  be  devoted  to  a 
description  of  the  data  systems  used  in  this  study. 

Research  Method/Procedure 

Review  of  the  literature  between  1960  and  31 
December  1978  initially  yielded  fifty  (50)  cases  of 
attempts  to  establish  programs  of  international  co- 
development  or  coproduction  (see  Table  I)  in  which  the 
U.S.  Department  of  Defense  was  involved.  Some  of  these 
programs  were  implemented  and  some  were  not  implemented 
and  ended  in  dissatisfaction  to  the  negotiating  parties. 
Additional  research  expanded  the  time  period  forward  to 
1952  and  increased  the  number  of  cases  to  124  with  191 
country  agreements.  A  table  of  all  cases  used  in  the 
research  is  displayed  in  Chapter  four. 

During  the  review  of  the  literature,  it  was 
found  that  36  factors  were  mentioned  by  the  researchers 
as  being  important  to  the  implementation  or  non- 


TABLE  I 


LIST  OF  CODEVELOPMENT  AND  COPRODUCTION  PROJECTS 
BETWEEN  1960  and  31  DECEMBER  1978 
WITH  U.S.  DOD  INVOLVEMENT 


Project 


Countriaa 


P-16  Jun.  10,  1975  MOU 

APC  (M-113) 

109MM  Saif  Propallad 
Howitzer 
RF-4 
CH-53 
F-5 


Bulk 

Nika  Hercules 
F-4 

M-14  Rifle 
F-5 

M-16  Rifle 
M-16  Rifle 
General  Offset 

Agreement  -  24  Sep.  75 
F-5E/F  -  Jul.  75 
Roland  -  Fall  75 
F-lll 
F-104G 
F-104J 
Skybolt 

Atlantique  Maritime  Patrol 
UH-ID  Helicopter 
M-60-A1  Tank 
Hawk  (SAM) 

Sidewinder  (AAM) 


Bull pup 

MX  44  Torpedo 
VSTOL  Fighter  RD 
Mirage  lll-v 

Breguet  941  STOL  Transport 
TF-30  Engine 
Beryllium  in  Bngines-RD 
Harrier  VSTOL  Fighter 
CF-104 


Belgium,  Denmark, 
Netherlands,  Norway 
Italy 

Netherlands,  Italy, 

Norway 

FRG 

FRG 

Netherlands,  Spain, 

Canada 

Japan 

Japan 

Japan 

Taiwan 

Taiwan 

Korea 

Philippines 


U.K. 

Swiss 

France,  FRG 
U.K. 

FRG 

Japan 

U.K. 

France,  Belgium 
Italy 

(NATO)  FRG,  Belgium, 
France,  Netherlands,  Italy 
(NATO)  FRG,  Belgium, 
Greece,  Netherlands, 
Norway,  Portugal,  Turkey 
(NATO)  U.K. ,  Denmark, 
Turkey 

Canada,  Italy,  France 

U.X.,  U.S. ,  FRG 

France 

France 

France 

U.K. 

U.K. 

Canada 


J 


TABLE  I  (Continued) 


Prolect 

Countries 

CP-5  Transport 

Canada 

CV-7A  Buffalo 

Canada 

XH-571  Tracked  Vehicle 

Canada 

F-lll 

C-5 

Canada^  D.X. 

F-4 

U.K. 

C-130 

U.X. 

P-104S 

Italy 

Fast  Patrol  Hydrofoil  Craft 

(NATO)  FRG#  Italy 

Harpoon 

(NATO) 

AKACS 

(NATO) 

Air  Cushion  Landing 

System- RD 

Canada 

SLAR  (UPD-X)-RD  1975 

FRfi 

RPV-RD  1972 

FRG 

Advanced  Flight  Control 
Technology-RD  1972 

FRG 

Cartography  Technology  - 
RD  1972 

FRG 

Source:  The  above  mentioned  cases  of  codevelopment 
or  coproduction  were  extracted  during  the 
literature  search  from  various  studies  and 
research  works  listed  in  the  bibliography. 

implementation  of  past  and/or  future  efforts  of 
cooperation  (see  Table  II) .  Some  of  the  factors  were 
mentioned  by  multiple  authors  or  researchers  and  others 
by  only  one.  No  attempt  was  made  to  categorise  these 
factors  as  relevant  or  irrelevant.  They  were  listed 
as  having  been  determined  important  in  the  study  or 
research  from  which  they  were  extracted. 

Formal  alliances  already  in  existence  or  in 
process  of  conclusion  were  regarded  as  being  important 
by  four  of  the  researchers.  Cornell  credited  the 


TABLE  ZZ 


FACTORS  AFFECTING  COOPERATZOH  ZB 
COOEVELOPMEBT/COPRODCCTZOM  PROJECTS 


Factors 

Formal  Alliances  in 
Existence 

Policy  on  Arms  Transfers 
Willingness  of  U.S.  to 
Cooperate 

Concern  for  Balance  of 
Payments  (National 
Cash  Flows)  in 
Zmports/Exports 
Costs  of  Production 


Total  Share  Costing 


Willingness  to  Share 
Technology 

Ability  to  Share  Tech¬ 
nology 

Competition  for  Prime 
Contractor 

Specific  and  Candid 
Guidelines  for  Imple¬ 
mentation  of  Coproduc¬ 
tion 

Transfer  Agreement 
Supports  Policy? 

Private  Sales  or 
Government? 

Economies  of  Scale 

Formal  Coonitmant  for 
Research  or  Production 

Important  to  National 
Prestige 

Development  of  Borne 
industry 

Government  Seeking  to 
Expand  Employment  Base 

Tax  Returns  to  Government 

Support  Facilities 
(infrastructure) 


Authors/Researchers 

Cornell,  Van da van ter, 
Behrman,  Young 
Winn  and  Dunlap 

Cornell 

Comptroller,  Coleman, 
Hunter,  Haugh,  BKZ, 

Cat ledge  and  Xnudsen, 
Dolins,  Vandevanter 
Blederman,  Dolins,  Hall 
and  Johnson ,  Smith, 
Wllansky 

Wilansky,  BMZ,  Cornell, 
Dolins,  Fifer,  McLaren, 

P incus,  Vandevanter, 
Haugh,  Cat ledge  and 
Knud sen.  Hunter,  Coleman 
Ball  and  Johnson,  Howard, 
McLaren,  Oh 

Banes  and  Reid 

Dolins,  Cornell 
Berry  and  Peterson, 
Wilansky 


West  Point,  Hankee 

Vandevanter 

Vandevanter 

Vandevanter 
Vandevanter,  Catledge 

Vandevanter,  Catledge 
and  Xnudsen,  Coleman, 
Hunter 

vandevanter.  Hunter 
Vandevanter 


TABUS  ZX  (Continued) 


Factor* 


Authora/Baasarchers 


Ability  to  Moot  Financial 
Obligation*  under  the 

Rational  "Wants" 

GKF  Per  Capita 
Contract*  for  Secondary 
Indue tries 

Calculating  Political 
Risks 

a.  War  (resolution  or 
coup  d'etat) (stability) 

b.  Expropriation  (Multi¬ 
national) 

o.  Taxation,  exchange 
control  (Bean 
Industry  Protection) 
d.  Inport  restrictions 
(Bone  Industry 
Protection) 

Sufficient  Production  Base 
to  Warrant  Achievaaent 
Active  Joint  Goss  meant/ 
Indue try  Wanagenent 

Common  Political  Goals 
Support  0.8.  Objectives 
Internal  stability  of 
Recipient  Country 
Consistent  with 

Recipient  Developeent 
Goals 

Overflight  and  Aeoess 
Rights 

Inpacts  on  O.S. /Allied 
Governments  Readiness 


Pineus,  Young 
Coleman ,  Banes  and  Reid, 
Catledge  and  Xnudeen 
mboolt  and  Simonds 
Catledge  Knudeen, 
Vandevanter 

Root 

Comptroller  General,  Young 


Wilansky 

wilansky 

Comptroller,  Young 
Comptroller,  Young 

Comptroller 

Comptroller,  Coleman 
Comptroller 


to  participate  in 

Armed  Conflict  Comptroller 

Lack  of  Agreement  on 
Relevant  Rational 
Standards  Bunter 
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existence  of  the  MATO  alliance  with  providing  the 

place  and  opportunity  to  study  each  other's  needs  and 

become  aware  of  each  other's  intentions.  It  provided 

the  neoessary  forum  for  free  talk,  both  formal  and 

informal#  arguments#  contacts#  consultations  and 

exchanges  of  ideas  and  techniques.3,  Behrwan  saw  the 

need  to  tie  regional  cooperation  to  assistance  programs 

2 

for  political#  strategic  and  economic  reasons. 

Vandevanter  in  looking  at  the  MATO  alliance  noted  some 
definite  advantages.  Parliaments  were  more  willing  to 
fund  alliance-approved  weapons.  Companies  were  spared 
many  tax  and  customs  problems#  had  easier  access  to 
classified  materials#  and  received  some  quasi-diplomatic 
privileges.  Soma  countries  tended  to  believe  that 
projects  under  an  alliance  strengthen  that  alliance.3 
Young  in  examining  Department  of  State  concerns  about 
requests  for  foreign  military  sales  (FMS)  found  that  a 
primary  question  was  whether  or  not  the  requesting 

^Alexander  B.  Cornell#  "An  Analysis  of  Inter¬ 
national  Collaboration  in  the  Organisation  and  Manage¬ 
ment  of  Weapons  Co-production#”  (Doctoral  dissertation, 
American  Oniveraity#  Washington#  D.C.#  1969)#  p.  697. 

2 Jack  M.  Behrman#  "Foreign  Aid  as  a  Technique 
in  Attaining  United  States  International  Boonoadc 
Objectives#*  (Doctoral  dissertation#  Princeton  University, 
1952),  p.  32. 

3Xlliott  Vandevanter#  Jr.#  International  Loq- 
f couaboratign  in 
tlon  (Washington#  P.C. t Industrial  College  of  the 
Armed  Forces#  1967)#  p.  34. 


I 
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nation  was  an  ally  or  could  ba  raliod  upon  to  support 
tha  D.8.  in  most  international  dabataa  and  conflicts.4 

Policy  on  arms  transfers  as  a  factor  was  men¬ 
tioned  by  Winn  and  Dunlap.  In  their  research  it  was 
mentioned  negatively  as  something  that  was  missing  from 
U.S.  policy  and  that  was  needed  for  the  proper  guidance 
of  the  entire  FMS  program,  not  just  proposals  for  off¬ 
set  agreements.5 

Willingness  of  the  United  States  to  cooperate 

( 

in  offset  proposals  Was  mentioned  by  Cornell.  He  cites 
the  French  writer  Richie  in  expressing  a  commonly  held 
European  belief  that  the  United  States  is  unwilling  to 
truly  share  in  offset  agreements  and  support  the  best 
weapon  system  in  a  competition  if  it  is  not  of  U.*. 
design  and  manufacture.5 

Concern  for  balance  of  payments  or  national 
cash  flows  in  the  import/export  market  was  cited  as  a 
factor  by  numerous  authors.  As  an  example  the 
Comptroller  said: 


4 John  R.  Young,  "Program  Management  for  Foreign 
Military  Sale”  (Research  report.  Defense  Systems 
Management  School,  Fort  Belvoir,  VA,  1975) ,  p.  IIX-2. 

5Lynton  T.  Winn,  and  James  J.  Dunlap,  "Foreign 
Military  Sales  Legislation:  Impact  on  the  Achievement 
of  united  States  Foreign  Policy  Objectives  and  Its 
Implication  for  the  Department  of  Defense"  (Master's 
thesis,  Air  Foroe  Institute  of  Technology,  1975), 
pp.  104-105. 

5 Alexander  H.  Cornell,  op.  eit.,  pp.  443,  650- 
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DOD  policy  provides  that  preference  be  given 
to  those  programs  in  which  adverse  balance-of- 
payments  efforts  can  be  minimized  or  avoided. 

Some  of  our  allies  also  appear  to  take  this  view 
regarding  their  own  balance  of  payments.  Thus, 
balance-of-payments  considerations  have  become  a 
crucial  negotiating  point  in  determining  cost¬ 
and  effort-sharing  arrangements  on  cooperative 
programs  and  could  be  an  obstacle  to  starting 
programs. 

Balance-of -payments  problems  may  be  minimized 
to  same  extent  through  the  offset  technique. 

This  involves  allocating  cost  and  effort  in  such  a 
manner  that  currency  outflows  balance  the  inflows.? 

Similar  statements  that  will  not  be  footnoted  here  were 

made  by  Coleman,  Hunter,  Haugh,  Bat telle  Memorial 

Institute,  Catledge  and  Knudsen,  Dolins,  and  Vandevanter. 

Costs  of  production  were  mentioned  as  a  factor 
by  five  authors/researchers .  Biederman  in  his  treatise 
on  decreasing  costs  states  they  "are  a  major  force 
shaping  international  trade  and  cooperation  in  aero- 

O 

space  products.”  Dolins  in  writing  of  share-costs  in 

joint  international  ventures  tells  us  that  there  are  two 

lessons  worth  remembering  about  share-costing. 

The  first  is  that  the  share-costing  effort  should 
reflect  in  its  criteria  the  purpose  and  the  goal 
of  the  joint  venture  and  the  composition  of  the 


7U.S.,  Comptroller  General,  Benefits  and  Draw¬ 
backs  of  P.8.  Participation  in  Military  cooperative 
Research  and  development  programs.  Report  to  the 
CongreisTlby  R'.H/TellArJ  ifWas'FTington]  t  n.n.,  1973), 

p.  116. 

O 

Barry  R*  Biederman,  "The  Influence  of 
Decreasing  Costs  on  International  Trade  and  Cooperation 
in  Aerospace  Products”  (Doctoral  dissertation,  Columbia 
University,  1968),  p.  6. 
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membership.  The  second  is  that  the  philosophy  for 
sharing  be  thoroughly  explored  and  that  the  model 
be  designed  by  fiscal  experts  rather  than  by 
diplomatic  representatives  of  the  interested 
power  blocs.9 

Hall  and  Johnson  discuss  the  methods  of  accounting  for 
total  production  costs  and  the  importance  of  attri¬ 
buting  costs  td  the  appropriate  basis.1*0  Smith 
devotes  his  entire  research  effort  to  the  problem  of 
costing  joint  production  using  an  example  from  the 
petroleum  refining  industry.11  Wilansky  treats  pro¬ 
curement  and  share-costing  of  coproduction  efforts 
through  the  legislative,  internal  protectionist,  and 
treaty,  external  free-trade,  forces  affecting  attempts 
to  develop  offset  agreements  for  coproduction.  Using 
NATO  as  a  specific  example  he  shows  how  policy  changes 
that  affect  share-costing  can  have  an  electric  effect 

on  the  size  of  the  market  and  eventual  cost  of  weapon 
12 

systems . 


9 Stanley  L.  Dolins,  "The  Economic  Allocation 
of  Share-Costs  in  Joint  International  Ventures:  An 
Examination  of  the  NATO  and  OECD-DAC  Experience," 
(Doctoral  dissertation,  Univ.  of  Colorado,  1965) , 
pp.  31—32. 

l0G.  R.  Hall  and  R.  E.  Johnson,  "Aircraft  Co- 
Production  and  Procurement  Strategy,"  (Research  report, 
Rand  Corporation,  Santa  Monica,  Cal.,  1967),  pp.  159-160. 

^Langford  W.  Smith,  Jr.,  "An  Approach  to 
Costing  Joint  Production  Based  on  Mathematical  Pro¬ 
gramming  with  an  Example  from  Petroleum  Refining" 
(Doctoral  dissertation,  Leland  Stanford  univ. ,  1962) . 

12Nathan  L.  Wilansky,  "Report  on  Issues  Per¬ 
taining  to  United  States  Foreign  Procurements  and  Co- 
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Total  ahara  costing,  like  balance  of  payments, 

was  mentioned  as  a  factor  by  numerous  authors.  Two 

examples  are  given  for  Illustration.  Flfer  discusses 

total  costs  of  weapons  systems  and  the  recovery  of 

costs  through  broadened  FMS  programs.  She  divides 

costs  savings  into  research  and  development  cost 

13 

recovery  and  lowered  unit  production  costs.  Pincus 
finds  understanding  of  the  area  of  cost-sharing  so 
confused  that  he  devotes  an  entire  section  of  his 
report  to  that  subject  under  the  title  of  "The 
Meaning  of  Burden  Sharing."  He  says: 

In  general,  members  of  an  alliance  will  be 
most  willing  to  accept  a  common  budget:  (1)  when 
the  job  to  be  done  cannot  be  carried  out  by  indi¬ 
vidual  national  action,  or  could  be  so  carried 
out  only  at  a  cost  that  seems  prohibitive  com¬ 
pared  with  the  benefits  (UN  headquarters  and  MATO 
infrastructure  are  cases  in  point) ;  (2)  when  mem¬ 
bers  see  more  political  advantages  in  a  jointly 
financed  than  in  an  individual  action;  and 
(3)  when  the  sums  involved  are  insignificant  in 
relation  to  national  budgets  or  incomes. 14 

Willingness  to  share  technology  by  the  firm 
and  country  possessing. the  desired  capability  is  a 


production  Programs,"  in  University  of  Virginia  Con¬ 
ference  on  Procurement  and  Grants  Management  Proceed¬ 
ings  of  the  1976  International  Conference  on  Procure¬ 
ment  ana  Grants  Management  Held  at  the  Boar's  Sea3 
Inn,  Charlottesville,  Virginia,  April  iife-30,  197$, 
pp.  10^-108. 

13 Sheila  X.  Fifer,  "Foreign  Military  Sales  and 
U.S.  Weapons  Costs."  (Unpublished  staff  paper.  Congres¬ 
sional  Budget  Office,  Washington,  D.C.,  1976),  pp.  9-10. 

^John  Pincus,  "economic  Aid  and  International 
Cost  Sharing,”  a  report  prepared  for  the  Office  of  the 
Assistant  Secretary  of  Defense,  International  Security 
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factor  that  was  liatad  by  four  of  tha  raaaarchara. 

Hall  and  Johnaon  diacuaa  tha  factora  that  affact  tha 
willingnaaa  of  firms  to  ahare  technology.  in  general, 
they  poatulated  that  fima  that  had  procaaaaa  pro¬ 
tected  by  patenta  and  operated  in  open  market*  tended 
to  be  willing  to  ahare  technology  while  thoae  that 
did  not  have  protected  rights  and  operated  in  oligo¬ 
polistic  or  monopolistic  markets  would  tend  to  resist 
sharing  technology.  They  included  in  the  technology 
sharing  both  ideas  and  products.15  Howard  describes 
willingness  to  share  technology  from  a  country  view. 

He  shows  that  the  policy  established  by  the  Mixon  Doc¬ 
trine  is  to  cooperate  in  research,  development  and  pro¬ 
duction  and  describes  enabling  activities  that  include 
engineer  exchanges,  data  exchanges,  joint  research  and 
testing,  codevelopments  and  information  exchange 
forums.16  McLaren  quotes  the  following  U.S.  policy: 

Increased  MATO  cooperation  in  research  and 
development  has  been  an  announced  objective  of 
the  United  States  for  many  years.  Our  goal  is 
to  achieve  the  best  possible  utilization  of 
the  scientific  and  technical  resources  of  our 
allies  in  satisfying  requirements  for  increasingly 
complex  and  costly  military  equipment  and  to 


Affairs  (Santa  Monica,  California:  Rand  Corporation, 
1965)  ,  p.  53. 

15G.  R.  Hall  and  R.  E.  Johnson,  op.  cit. ,  pp.  48- 
50. 

16Joe  A.  Howard,  "Transfer  of  Technology  Between 
Developed  Nations:  An  Analysis  of  USAF  International 
Cooperative  R&D”  (Doctoral  dissertation.  The  George 
Washington  University,  1974),  pp.  3-4. 


avoid  costly  duplication  of  R&D  efforts  within 
the  Alliance. 17 


Be  also  includes  a  section  on  the  legal  protection  of 

privately  owned  patents  and  proprietary  information  to 

18 

assuage  any  reticence  to  share  technology.  Oh  in 
speaking  to  willingness  to  share  technology  said  the 
following: 

Increasingly  we  are  learning  that  the  non- 
human  inputs  into  the  expansion  process— the 
steel  and  energy  of  industrialization  and  the 
endowments  of  nature ,  the  raw  materials  from 
which  they  come— are  much  less  important  than 
the  motivation  of  and  drive  of  leaders  of 
government  and  enterprise,  to  say  naught  of 
workers  themselves.1* 

Ability  to  share  in  technology  is  described 
as  a  factor  by  Banas  and  Reid.  It  was  recognized  by 
the  government  of  the  Republic  of  China  (Taiwan)  early 
in  their  coproduction  agreement  with  Northrop  involving 
the  F-5E  aircraft.  In  the  contract  signed  between  the 
Chinese  Air  Force  and  Northrop  in  1972,  it  was 
stipulated  that  Northrop  would  conduct  a  survey  "to 


17 

William  D.  McLaren,  United  States  Defense 
Industry  Guide  for  Conducting  Business  with  NAT5 
Organizations  anA  Member  Countries  (Washington,  D.C. : 
U.S.  GoverrSant  Printing  Office,  1971) ,  p.  15. 

18Ibid.,  pp.  35-36. 

19 

W.  Malenbaum,  "The  Asian  Economic  Potential," 
Annals  of  the  American  Academy  of  Political  and  Social 
science  3l5  (duly) ,  1^58,  p.  36,  as  quoted  in 
Moon song  Oh,  "The  Role  of  International  Corporations 
in  the  Transfer  of  Technology  to  Developing  Countries” 
(Doctoral  dissertation,  university  of  Pennsylvania, 
1970),  p.  5. 
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establish  and  document  the  existing  industrial,  techni¬ 
cal,  and  human  resources  baseline.1120 

Competition  for  prime  contractor  is  mentioned 
as  a  factor  by  Dolins  and  by  Cornell.  Dolins  mentions 
the  fears  of  participating  nations  in  joint  share- 

costings  that  one  of  their  members  "might  cook  his  own 

21 

soup  on  the  common  stove."  Cornell  addresses  the 

basic  psychological  value  of  pride  in  national  product 

involved  in  purchases  of  the  Atlantique  antisubmarine 

warfare  aircraft.  He  lists  countries,  including  the 

U.S.  that  refused  to  purchase  weapons  because  their 

22 

design  or  their  prime  contractor  was  not  chosen. 

Specific  and  candid  guidelines  for  implementa¬ 
tion  of  coproduction  was  a  factor  that  developed  from 
past  experiences.  Berry  and  Peterson  in  their 
research  of  the  U.S.  and  Federal  Republic  of  Germany 
RF-4  coproduction  agreement  said  the  following: 

The  authors  believe  that  the  only  major 
problem  in  the  co-production  effort  stemmed 
from  the  lack  of  specific  and  objective  guide¬ 
lines  in  the  Agreement.  Although,  there  was 

20John  M.  Banas  and  James  R.  Reid,  "A  case 
History  of  the  Co-production  of  the  F-5E  Aircraft  by 
the  United  States  of  America  and  the  Republic  of 
China,”  (Master's  thesis.  Air  Force  Institute  of 
Technology,  1975),  p.  21. 

21 

Stanley  L.  Dolins,  op.  cit.,  p.  32. 

22 

Alexander  H.  Cornell,  op.  cit.,  pp.  637- 

643. 
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some  confusion  over  the  meaning  of  "best  efforts,” 
it  became  relatively  unimportant  when  compared  to 
the  administrative  difficulties  caused  by  the 
lack  of  detailed  parameters  and  criteria  to  deter¬ 
mine  what  type  of  co-production  contracts  would 
be  credited  toward  the  $125M  offset. 23 

Governmental  support,  nay  direction,  to  develop  such 

guidelines  is  quoted  from  Wilanaky ; 

The  Senate  expected  the  DOD  to  be  energetic  and 
creative  in  developing  plans  and  programs  for 
specialization,  sharing  of  efforts,  and  co¬ 
production  arrangements  to  carry  out  the  announced 
policy  [of  standardization] .  Cooperation  between 
the  U.S.  and  its  NATO  allies  in  research  and 
development  was  regarded  as  an  important  and 
integral  part  in  increasing  standardization  and 
interoperability  of  NATO  military  equipment. 24 

An  important  factor  from  a  national  policy 
perspective  is  to  ensure  that  the  transfer  agreement 
supports  current  and  projected  policy.  Hankee  says 
the  following: 

Arms  have  long  been  the  symbol  as  well  as  the 
instrument  of  national  power — used  directly  and 
indirectly  by  the  advanced  states  to  enhance  their 
interests,  and  coveted  by  the  less  advanced  states 
to  enhance  their  prestige  and  bargaining  power, 
both  among  one  another  and  with  advanced  powers. 


Arnold  H.  Berry  and  Edward  A.  Petersen, 
"RF-4  Co-production:  United  States  and  Federal 
Republic  of  Germany"  (Master's  thesis.  Air  Force 
Institute  of  Technology,  1975) ,  p.  94. 

24 

Nathan  L.  Wilansky,  "Report  on  Issues 
Pertaining  to  United  States  Foreign  Procurements  and 
Co-product ion  Programs,”  in  University  of  Virginia 
Conference  on  Procurement  and  Grants  Management, 
Proceedings  of  the  1976  International  Conference  on 
Procurement  and  Grants  Management  Held  at  the  Boards 
Head  Inn.  charlottesville,  Virginia,  April  28-k30 . 

iw,  pp.  ifl'5-iflf: —  —  — 
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Arms  trade  supports  specific  foreign  policy  and  3_ 
national  security  interests  of  the  United  States. 

That  this. is  an  important  factor#  that  may  impinge  on 

U.S.  policy#  was  clearly  stated  at  the  West  Point 

Conference  on  Arms  Transfers.  It  was  acknowledged 

that  "the  U.S.  is  leading  the  worldwide  arms  trims fer 

boom#  and  foreign  policy  dilemmas  are  increasingly 

26 

apparent  in  this  area. 

In  his  research  Vandevanter  listed  a  number 

of  factors  affecting  cooperation  in  codevelopment/ 

coproduction  projects.  He  was  the  sole  researcher  to 

support  private  sales  over  government#  list  economies 

of  scale,  formal  commitments  for  research  on  production# 

importance  to  national  prestige  and  importance  of  tax 

returns  to  the  government.  He  was  supported  by  other 

researchers  in  listing  development  of  home  industry  and 

government  wishes  to  expand  the  employment  base  as 
27 

factors.  The  development  of  home  industry  factors 


William  B.  Hankee,  "The  Role  of  Arms  Trade 
in  a  Changing  World  Environment, "  (Research  memorandum. 
Strategic  Studies  Institute#  Army  War  College#  1976) # 

p.  1. 


is  supported  by  Cat ledge  and  Knud sen,  Coleman,  and 
28 

Hunter.  The  expansion  of  employment  base  factor  is 

29 

supported  by  Hunter. 

McLaren  listed  infrastructure  as  a  factor  in 
his  guide  for  doing  business  with  NATO.  Infrastructure 
pertains  to  facilities  that  are  for  joint  use  of  two 
or  more  member  countries.  This  could  be  particularly 
pertinent  to  codevelopment  and  coproduction  facili¬ 
ties  in  which  the  U.S.  and  Foreign  Governments  are 
deeply  involved.30 

Ability  to  meet  financial  obligations  under 
the  agreement  is  a  factor  that  was  listed  by  two  of  the 
authors.  Pincus  in  his  treatise  on  economic  aid  and 
share-costing  looks  into  the  ability  of  the  rising 
third  world  nations  to  participate  in  share-costing 
ventures.  He  says  that  "countries  now  facing  foreign 
exchange  stringencies  will  generally  have  to  turn,  as 

28 

Morris  B.  Catledge  and  Larrie  F.  Knudsen, 
"Foreign  Military  Sales:  United  States  Involvement 
in  Co-production  and  Trends  Toward  Co-development, " 
(Master's  thesis.  Air  Force  Institute  of  Technology, 
1969) ,  p.  6;  James  T.  Coleman,  et  al.,  "On  Some 
Aspects  of  Foreign  Military  Sales”  (Research  report. 

Air  Command  end  Staff  College,  Air  University,  1975) , 
p.  39:  George  F.  Hunter,  "An  Evaluation  of  USAF 
Cooperative  RtD"  (Research  report,  Defense  Systems 
Management  School,  Fort  Belvoir,  Virginia,  1975) , 
p.  13. 

29 

George  F.  Hunter,  op.  cit.,  p.  10. 

30William  D.  McLaren,  op.  cit.,  pp.  22-24. 
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in  the  past/  to  more  rapid  growth  of  exports  of  commodi¬ 
ties  and  manufactures ,  to  an  accelerated  pace  of  import 
substitution/  or  to  increased  capital  flows  from 

abroad.”31  Young  simply  asks  if  they  have  the  capa- 

32 

bility  for  cash  payment. 

National  "wants"  was  listed  as  a  factor  by 

several  of  the  researchers.  In  the  case  of  the 

industrialized  nations  it  was  expressed  as  desire  to 

expand  the  employment  base  or  to  support  home  industry 

and  has  already  been  covered.  But  the  desire  also 

exists  in  the  lesser  developed  countries  and  was 

addressed  by  Coleman/  Catledge  and  Knudsen ,  and  Banas 

and  Reid.  Coleman  says  "investment  in  research  and 

development  will  not  rise  dramatically  in  the  less 

developed  nations  but  the  demand  for  local  production 

33 

through  license  agreements  will."  Catledge  and 
Knudsen  arrive  at  the  same  point  but  more  circumspectly. 
They  say  that  the  U.S.  is  no  longer  a  sole  supplier  of 
arms  able  to  tell  other  nations  what  they  need  and  how 
to  get  them.  They  then  launch  into  the  requirement  for 
the  U.S.  to  consider  codevelopment  and  coproduction 

31John  P incus ,  op.  cit./  p.  18. 

32 

John  R.  Young,  op.  cit./  p.  II-4. 

33 

Jazz**  Te  Coleman/  op*  cits/  p.  49. 
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with  both  developed  and  lass  developed  nations.34 

Banas  and  Reid  say  that  *  co-production  opportunities 

are  being  sought  by  the  lesser  developed  countries  to 

increase  their  industrial  base  while  at  the  same  time 

fulfilling  their  defense  needs.”35 

Gross  National  Product  (GNP)  per  capita  is  a 

factor  addressed  by  Robock  and  Simmonds.  They  use  it 

as  an  indicator  to  determine  development  gap  between 

the  developed  and  less  developed  countries  as  a  means 

of  explaining  ”...  the  aspirations  of  the  less 

developed  countries  for  a  greatly  accelerated  rate  of 

economic  progress,  toward  which  international  enter- 

36 

prise  can  make  valuable  contributions." 

Contracts  for  secondary  industries  was  a 

subtly  mentioned  factor  that  was  introduced  by  two 

authors  in  the  literature  search.  Catledge  and  Knudsen 

mentioned  it  as  the  ability  to  produce  part  of  the 

37 

equipment  in-country.  Van devan ter  said  that  ”...  it 

34Morris  B.  Catledge  and  Lorrie  F.  Knudsen, 
op.  cit.,  pp.  1-8. 

35 John  H.  Banas  and  James  R.  Raid,  op.  cit. , 

p.  1. 

36 

Stefan  H.  Robock  and  Kenneth  Simmonds ,  Inter¬ 
national  Business  and  Multinational  Enterprises  (Home- 
wood,  Illinois sAichard  b.  Irwin,  tnc.,  T573T7  PP*  275- 
283. 

37Morris  B.  Catledge  and  Lorrie  F.  Knudsen, 
op.  cit.,  p.  133. 
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has  bssn  polntad  out  that  tha  smaller  nations,  whose 


industriss  could  not  pzodues  antirs  weapon  systems , 
and  who  might  ba  squaasad  out  in  unrestricted  competi¬ 
tion  among  the  big  manufacturers,  could  participate  in 
NATO-wide  programs  as  subcontractors. 

Root  in  his  treatise  on  calculating  political 
risks  for  international  business  listed  five  factors 
that  affected  the  area  of  offsets.  Be  mentioned  war, 
revolution  or  coup  d'etat  which  was  concerned  with 
stability.  Secondly,  he  mentioned  expropriation  risks. 
He  also  listed  three  factors,  taxation,  exchange  con¬ 
trol  and  import  restrictions,  that  were  designed  to 

IQ 

support  hone  industries.  The  importance  of  stability 
as  a  factor  was  supported  by  Young  and  the  Comptroller 
General.40 

Wilansky  in  his  report  on  issues  in  U.S. 
foreign  procurements  and  coproduction  programs  at  the 
University  of  Virginia  Conference  on  Procurement  and 
Grants  Management  in  1976  listed  two  factors  that  have 
impacted  past  coproduction  programs.  One  was 


38 

Elliott  Vandevanter,  Jr.,  op.  cit.,  p.  5. 


39Pranklin  R.  Root,  "Analysing  Political  Risks 
in  International  Business”  in  A.  Kapoor  and  Phillip  D. 
Grub,  eds. ,  The  Multinational  Enterprise  in  Transition. 
(Princeton,  N.J.s  The  Darwin  Press r  ld^S) ,  pp.  356-357. 


40 John  R.  Young,  op.  oit. ,  p.  IXX-3;  u.s. 
Comptroller  General,  Foreign  Military  Sales— A  Growing 
Concern, Report  to  the  Congress  [by  Reuben  P.  Ataste] 
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possession  of  a  sufficient  production  base  by  the 
technology  importing  nation  to  warrant  achievement  and 
the  other  was  early  establishment  of  active  joint 
government/industry  management  teams.41 

The  Comptroller  General  cf  the  United  States 
in  a  report  on  growing  concerns  in  foreign  military 
sales  listed  six  factors  that  were  necessary  consider¬ 
ations  to  any  foreign  military  sales  to  include 
code ve lopmen t  and  coproduction.  The  foreign  govern¬ 
ment  requesting  an  agreement  must  have  common  political 
goals  with  the  United  States  (also  listed  by  Young42) . 

The  sale  must  support  U.S.  objectives  (also  listed  by 

43 

Young ) .  The  current  internal  stability  of  the 
recipient  country  and  its  capacity  to  maintain  that 
stability  must  be  considered.  The  proposed  agreement 
must  be  consistent  with  recipient  development  goals 
(also  listed  by  Coleman44) .  Would  the  agreement 
support  U.S.  overflight  rights  or  access  to  facilities? 
And,  finally,  would  the  agreement  impact  on  U.S.  or 
allied  government  readiness  to  participate  in  armed 

41Nathan  L.  Wilansky,  op.  cit.,  pp.  109-110. 
42John  R.  Young,  op.  cit.,  pp.  XXX-2  and 

IIX-3. 

42Xbid. ,  p.  IXI-2. 

44James  T.  Coleman,  et  al.,  op.  cit.,  p.  18. 
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conflict?45 

The  final  factor  found  in  tha  rasaarch  was 
listad  by  Hun tar  aa  a  naad  for  agreement  on  relevant 
standards.45  Diffarancaa  in  ayataa la  of  weights  and 
measure*  and  in  atandarda  for  materials  wara  found  to 
poaa  aubatantial  problems. 

Aggregation  of  tha  Variables 

Tha  individual  factor*  found  during  tha  litera¬ 
ture  review  wara  next  aggregated  into  a  total  of  17 
variable*  by  conaolidating  those  factors  with  identical 
or  similar  meanings.  Tha  first  variable,  internal 
stability  of  tha  recipient  country,  expressed  tha  fac¬ 
tor  of  war,  revolution  or  coup  d'etat  from  Root  and  tha 
requirement  for  stability  in  the  Comptroller  General 
and  Young. 

The  second  variable,  important  to  national  pres* 
tige,  combined  the  factor  by  that  name  from  Van devan ter 
and  the  factor  on  national  "want a"  from  Coleman. 

The  third  variable,  transfer  agreement  supports 
policy,  combined  a  number  of  factors  under  the  title 
of  the  factor  from  the  West  Point  Conference  on  Arms 
Transfers.  Other  factors  included  promotion  of  private 
sales  over  government  from  Vandevanter,  active  joint 

45U.S.  Comptroller  General,  Foreign  Military 
Sales— A  Growing  Concern,  op.  cit.,  pp.  13-14. 

45George  F.  Hunter,  op.  cit.,  p.  11. 
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management  teams  from  Wi lan sky,  specific  and  candid 
guidelines  for  implementation  of  coproduction  from 
Berry  and  Petersen,  and  Wilansky,  and  policy  on  arms 
transfers  from  Winn  and  Dunlap. 

Government  seeking  to  expand  its  employment  base 
was  the  fourth  variable.  It  included  the  factor  of 
the  same  name  from  Coleman,  Hunter,  Pincus  and 
Vandevanter.  Also  included  were  the  factor  on  competi¬ 
tion  for  prime  contractor  from  Cornell,  and  Dolins  and 
contracts  for  secondary  industries  from  Vandevanter, 
and  Catledge  and  Knudsen. 

The  fifth  aggregated  variable  was  development 
of  home  industry  from  the  factor  of  that  name  from 
Catledge  and  Knudsen,  Coleman,  Hunter,  and  Vandevanter. 
It  also  included  the  factors  tax  returns  to  government 
from  Vandevanter,  taxation,  exchange  control  of 
imports  and  import  restrictions  from  Root. 

The  sixth  variable,  participating  countries 
made  formal  commitment  for  development  production  was 
taken  directly  from  the  factor  of  the  same  name  in 
Vandevanter. 

The  seventh  variable,  willingness  to  share 
technology,  was  from  that  factor  in  Catledge  and 
Khudsen,  Coleman,  Haugh,  Howard,  Hunter,  McLaren,  Oh, 
and  Hall  and  Johnson.  It  also  included  the  factor, 
willingness  of  the  U.S.  to  cooperate,  from  Cornell. 
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The  eighth  variable,  formal  alliances  in 
existence,  came  from  that  factor  in  Behrman,  Cornell, 
Vandevanter,  and  Young.  It  included  the  factors 
common  political  goals  and  supports  U.S.  objectives 
from  Young.  It  also  included  the  factors  consistent 
with  foreign  government  CPG1  goals  (D.S.  Government 
determined)  from  Coleman,  the  Comptroller  of  the  U.S. 
and  Young  and  policy  on  arms  transfers  from  Winn  and 
Dunlap. 

Variable  nine,  overflight  and  access  rights, 
came  from  the  factor  of  that  name  in  Comptroller  of 
the  U.S. 

Concern  for  the  impact  of  balance-of-payments 
(BOP)  in  imports/exports ,  variable  ten,  came  from 
the  identically  named  factor  in  Comptroller  of  the 
U.S. ,  Battelle  Memorial  Institute,  Catledge  and 
Knudsen,  Coleman,  Dolins,  Haugh,  Hunter,  and 
Vandevanter. 

Variable  11,  economies  of  scale  was  the  factor 
by  that  name  in  Vandevanter. 

Expropriation,  variable  12,  was  a  factor  from 

Root. 

Gross  national  product  CGNP)  per  capita, 
variable  13,  was  the  factor  in  Robock  and  Simonds. 

Variable  14,  ability  to  share  technology,  from 
the  factor  in  Banes  and  Reid  also  included  the  support 


facilities  (infrastructure)  factor  in  McLaren  and  the 
sufficient  production  base  to  warrant  achievement 
factor  from  Wilansky. 

Ability  to  meet  financial  obligations  under  the 
agreement,  variable  15,  came  from  the  factor  in  Pincus. 
Also  included  were  the  total  share  costing  factor  from 
Battelle  Memorial  Institute,  Cornell,  Dolins,  Fifer, 
McLaren,  Pincus,  Vandevanter,  and  Wilansky,  and  the 
costs  of  production  (shared  production  or  coproduction) 
factor  in  Biederman,  Hall  and  Johnson,  Dolins,  Haugh, 
Smith,  and  Wilansky. 

Variable  16,  lack  of  agreement  in  relevant 
national  standards,  came  from  the  factor  of  that  name 
in  Hunter.  Included  in  this  variable  are  the  differ¬ 
ences  between  the  English  (American)  and  Metric  systems 
of  weights  and  measures  and  differing  national 
standards  for  materials  such  as  sheet  metals,  plate, 
wire,  electronic  components  and  engineering  drawings. 

The  17th,  and  final,  variable,  impacts  on  U.S./ 
Allied  Governments  readiness  to  participate  in  armed 
conflict,  was  taken  from  the  factor  in  the  Comptroller 
of  the  U.S. 

Classification  of  the  Variables 

The  variables  were  then  examined  to  see  if 
they  could  be  classified  as  either  political,  economic 
or  national  security  factors.  The  writer  determined 
variables  1,  2,  and  3  to  be  purely  political  factors t 
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variables  10,  11,  12,  and  13  to  ba  purely  economic 
factors;  and  variable  17  to  be  the  only  pure  national 
security  factor.  The  remaining  ten  variables  were 
confounded  in  that  nine  were  combinations  of  two  of 
the  three  factors  and  variable  7  was  a  combination  of 
all  three.  Ignoring  factor  interaction  the  17 
variables  represent  nine  political,  eleven  economic 
and  seven  national  security  factors.  (See  Table  III.) 


TABLE  III 

VARIABLES  AFFECTING  COOPERATION  BY  POLITICAL, 
ECONOMIC,  NATIONAL  SECURITY  FACTOR 


Factors) 


Political 


Political 


Political 


Variables 


1.  Internal  Stability  of  reci¬ 
pient  Country  -  Comptroller 

History  of  revolution  or 
coup  d'etat  -  Root 

2.  Important  to  National 
Prestige  -  Vandevanter 

National  "Wants"  - 
Coleman 

3.  Transfer  Agreement  supports 
policy  -  West  Point 
Conference  -  Hankee 

Promotion  of  Private  Sales 
over  Government  -Vandevanter 
Active  Joint  Management 
Teams  -  wilansky 
Specific  and  Candid  Guide¬ 
lines  for  implementation 
of  co-production  -  Berry 
and  Petersen,  Wilansky 
Policy  on  Arms  Transfers  - 
Winn  and  Dunlap 


TABLE  ill  (Continued) 


Political 

Economic 


Political 

Economic 


Political 

Economic 


Political 
Economic 
Mat'l  Security 


Political 
Nat'l  Security 


Political 
Net "l  Security 


4.  Government  seeking  to 
expand  its  base  -  Coleman, 
Hunter,  P incus,  Vandevanter 

Competition  for  prime 
contractor  -  Cornell,  Dolins 
Contracts  for  secondary 
industries  -  Catledge  and 
Knudsen 

5 .  Development  of  home  industry  - 
Catledge  and  Knudsen,  Cole¬ 
man,  Hunter,  Vandevanter 

Tax  returns  to  government  - 
Vande /enter 

Taxation,  exchange  control 
of  imports  -  Root 
Import  restrictions  -  Root 

6.  Participating  countries  made 
formal  commitment  for 
development/products 
Vandeventer 

7.  Willingness  to  share  tech¬ 
nology  -  Catledge  and 
Knudsen,  Coleman,  Hall  and 
Johnson,  Haugh,  Howard, 

Hunter,  McLaren,  Oh 

Willingness  of  U.S.  to 
cooperate  -  Cornell 

8.  Formal  alliances  in 
existence  -  Behrman,  Cornell, 
Vandevanter,  Young 

Cannon  political  goals  - 
Comptroller,  Young 
Support  U.S.  Objectives  - 
Comptroller,  Young 
Consistent  with  FG  Goals 
(USG  determined)  -  Coleman, 
Comptroller,  Young 
Policy  on  Anns  Transfers  - 
Winn  and  Dunlap 

9.  Overflight  and  Access  Rights  - 
Comptroller 
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TABLE  III  (Continued) 


223 

Variables 

Economic 

(Nat * 1  Cash  Plows} 

i 

10.  Concern  £or  Balance  of 

Payments  in  imports/exports  - 
Bette lie  Memorial  Institute, 
Cat ledge  and  Knudsen,  Coleman, 
Comptroller,  Dolins,  Haugh, 
Hunter,  Vandeventer 

Economic 

11.  Economies  of  Scale  -  Vanda - 
vanter 

Economic 

12*  Expropriation  -  Root  (Not  of 
concern) 

Economic 

13.  GNP  per  capita  -  Robock  and 
Simonds 

Economic 

Nat *1  Security 

14.  Ability  to  share  technology  - 
Banas  and  Reid 

Support  Facilities  (infra¬ 
structure  -  McLaren) 
Sufficient  production  base 
to  warrant  achievement  - 
Wilansky 

Economic 

Nat'l  Security 

15.  Ability  to  meet  financial 
obligations  under  the  agree¬ 
ment  -  P incus 

Total  share  costing  - 
Ba telle 

Memorial  Institute,  Cornell, 
Dolins,  Fifer,  McLaren, 

P incus,  Vandevanter, 

Wilansky 

Costs  of  production  (Shared 
Production  or  coproduction)  - 
Biederman,  Dolins,  Hall 
and  Johnson,  Haugh,  Smith, 
Wilansky 

Economic 

Nat'l  Security 

16.  Lack  of  agreement  on  relevant 
National  Standards  -  Hunter 

Nat'l  Security 

17.  Impacts  on  U.S. /Allied  Govern¬ 
ments'  readiness  to  partici¬ 
pate  in  Armed  Conflict  - 
Comptroller 

The  variables  ware  then  looked  at  in  two  wa ye, 
their  desirability1  to  the  nations  involved  and  their 
essentiality  to  implementation  or  non- imp lamentation 
of  a  proposal  for  offset.  In  looking  at  the  desirability 
to  the  nations  involved,  four  categories  were  esta¬ 
blished:  Both,  Prov  for  the  nations  providing  the  main 
technology,  Reclp  for  the  recipient  of  the  technology 
transfer,  and  Neither  if  the  variable  was  either 
unimportant  or  inappropriate  to  the  nations  CSee  Table 
IV1 .  Eight  variables  were  assigned  to  Both,  five  to 
Prov,  three  to  Reclp ,  and  one,  variable  12,  expropria¬ 
tion,  to  Neither. 

In  looking  at  the  variables  in  terms  of  their 
essentiality  to  implementation  or  non-implementation, 
three  categories  were  established:  Yes,  No,  and  Maybe 
(Table  IV) .  Ten  variables  were  assigned  to  Yes,  two 
to  No,  and  five  to  Maybe.  Variable  12,  expropriation 
was  one  of  the  variables  deemed  not  important  to 
implementation  or  non-implementation .  Since  negotia¬ 
tions  occur  between  governments  for  research,  develop¬ 
ment  and/or  production  in  hone  country  plants, 
expropriation  is  not  a  factor  of  business  and  will 
not  be  considered  in  any  analysis.  The  other  variable 
assigned  to  No  was  number  9,  overflight  and  access 
rights.  Since  it  has  both  political  and  national 
security  implications  to  the  providing  nation,  it  will 
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TABLE  IV 

VARIABLES  CATEGORIZED  BY  (A)  DESIRABILITY 

AND  CB)  ESSENTIALITY 

\ 

A.  Variables  Desirable  to:  Nations 
Both 

3.  Transfer  agreement  supports  policy 

4.  Government  seeking  to  expand  its  employment 
base 

6.  Formal  commitment  for  development/production 

7.  Willingness  of  provider  to  share  technology 

10.  Concern  for  Balance  of  Payments 

11.  Economies  of  scale 

16.  Lack  of  agreement  on  relevant  National 
Standards 

17.  Impacts  on  U.S. /Allied  Governments*  readiness 
to  participate  in  armed  conflict 

Provider  Nation  (Prov. ) 

1.  Internal  stability  of  recipient  country 

2.  Formal  alliances  in  existence 
9.  Overflight  and  access  rights 

13.  GNP  per  capita 

15.  Ability  of  recipient  to  meet  financial 
obligations  under  the  agreement 

Recipient  Nation  CRecip.) 

2.  Important  to  national  prestige 

5.  Development  of  home  industry 

14.  Ability  to  share  technology 

Neither 

12.  Expropriation 


B.  Variables  Important  to:  Imp lamentation  or  Non¬ 
implementation 

Y68 

1.  Internal  stability  of  recipient  country 

3.  Transfer  agreement  supports  policy 

4.  Government  seeking  to  expand  employment  base 

5.  Development  of  home  industry  by  recipient 


TABLE  IV  (Continued) 


6.  Participating  countries  made  formal  commit¬ 
ment  for  development/production 

7.  Willingness  to  share  technology 

10.  Concern  for  balance-of-payments 

11.  Economies  of  scale 

14.  Ability  to  share  technology 

17.  Impacts  on  U. S. /Allied  Governments'  readiness 
to  participate  in  armed  conflict 

No 

9.  Overflight  and  access  rights 

12.  Expropriation 


Maybe 

2.  Important  to  national  prestige 

8.  Formal  alliances  in  existence 

13.  GNP  per  capita 

15.  Ability  to  meet  financial  obligations  under 
the  agreement 

16.  Lack  of  agreement  on  relevant  National 
Standards 

Note:  Numbers  are  those  assigned  to  the  variables 
in  Table  III. 


be  addressed  in  the  analysis.  All  of  the  variables 
in  the  category  Maybe  are  important  to  the  negotiating 
nations  and  will  be  included  in  the  analysis. 

Stability  Factors  and  Model  Development 

Internal  stability  was  listed  as  an  important 
variable  by  the  Comptroller  General47  in  con¬ 
sidering  codevelopoent  and  coprodUction  and  was 

47U.S.  Comptroller  General,  Foreign  Military 
Sales— A  Growing  Concern#  op.  cit.v  p.  137 
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48 

listed  by  Root  as  an  important  variable  in  any  inter¬ 
national  business.  However,  in  looking  for  a  definitive 
description  of  a  stable  government  or  national  stabil¬ 
ity,  none  was  found.  This  prompted  a  mini-study  in 
political  socialization  in  search  of  clearly  definable 
factors  of  national  stability.  Ho  existing  scale  of 
factors  was  located  during  the  research  but  a  list  of 
35  internal  stability  factors  was  compiled.  (See 
Table  V.)  The  description  of  the  literature  search  for 
a  scale  of  stability  and  amplification  of  the  factors 
that  were  located  in  that  search  have  already  been 
described  in  detail  in  Chapter  Two.  Here  we  will 
briefly  reiterate  the  source  of  each  factor  and  proceed 
with  the  development  of  our  model  for  stability  and 

with  our  research  procedure. 

49 

Tapper  in  his  research  provided  the  stability 
factors  of  mass  socialized  support,  elite  recruitment 
and  socialization,  system  of  personal  rewards  and  dis¬ 
advantages,  ability  of  the  elite  to  control  and 
stimulate  demands,  maintenance  and/or  persistence  in 
a  social  system,  and,  finally,  from  Lijphart,  lack  of 

48 

Franklin  R.  Root,  op.  cit. ,  pp.  356-357. 

49 

Ted  Tapper,  Political  Education  and 
Stability:  Elite  Responses  to  Political  Conflict 


TABLE  V 


Authorg 

Tapper 

Tapper 

Tapper 

Tapper 

Tapper 

Tapper 

Milnor 

Milnor 


Hughes 

Hughes 

Nordlinger 


Grinter 
Grin ter 

Grinter 

Pirages 

Pirages 

Pirages 


FACTORS  OF  INTERNAL  STABILITY 


Stability  Factors  (See  Note) 

1.  Mass  support  (Socialized) 

2.  Elite  recruitment  and 
socialization 

3.  Personal  rewards  and  dis¬ 
advantages 

4 .  Control/ stimulate  demands 

5.  Maintenance  and  persistence 

6.  Lack  of  sharp  cleavages 
(Lijphart) 

7.  Plurality  vs.  proportional 

8.  Extent  of  citizen  involvement 

a .  Symbol  identification 

b.  Heroes 

c.  "Deification”  of  leaders 

d.  Creation  of  external 
hostile  forces 

e.  Electoral  process 

9.  Political  socialization 
(Long  term) 

10.  War,  depression,  etc. 

(Short  term) 

11.  Party  based  conflict 
regulation 

a.  Stable  governing  coalition 

b.  Proportionality 

c.  Mutual  veto 

d.  Purposive  depoliticization 

e.  Compromises 

f.  Concessions 

12.  Salience  of  power  (leadership) 

13.  Culture  and  social  forces 
( socialization) 

14.  Politics  (citizen  involvement) 

15.  Outlets  for  competition 

16.  Rules,  sanctions  and  sanc¬ 
tioned  rule  relief 

17.  Rising  expectations? 

a.  Resource  and  position 
scarcity 

b.  Economic  and  psycho¬ 
logical  needs 

c.  Race  and  Ethnicity 

d.  Religion  and  Ideology 

e.  Regionalism  and 
Nationalism 


# 


TABLE  V  (Continued) 


Authors 


Plrages 

Piragee 

Plrages 

Plrages 


Pirages 

22 

Li  ska 

23 

Rosen 

24 

Rosen 

25 

Rosen 

26 

Rosen 

27 

Rosen 

28 

Rosen 

29 

Rosen 

30 

Rosen 

31 

Rosen 

32 

Stonier 

33 

Stonier 

34 

Stonier 

35 

Stability  Factors 


18.  Economic  Conditions;  Infla¬ 
tion  and  Unemployment 

19.  Strong  leadership 

20.  Conflict  management 

21.  Stability  for  the  ruled 

a.  Political  apathy  of  the 
mass 

b.  "Criterion  of  Competence” 

c.  "Status  Quo"  most 
economical 

d.  Group  values 

e.  Threat  of  force 

f.  Tying  authority  to 
religious  beliefs 

g.  Ability  of  leaders  to  use 
moral  suasion 

h.  Management  of  socio 
political  information 

i.  Modification  of  individual 
beliefs  (Long  term) 

22.  Lack  of  perception  of  rela¬ 
tive  deprivation 

23.  Sound  economic  basis 

24.  External  hostilities 

25.  National  self-image 

26.  Lack  of  irredentism 

27.  Sufficient  space 

28.  Economic  potential 

29.  Political  potential 

30.  Social  assimilation 

31.  Value  sharing 

32.  Mutual  benefits 

33.  Social  climate  all 
important 

34.  Economic  capacity  basic  to 
social  climate 

35.  Sufficient  resources  for 
population 


Note:  This  table  lists  factors  of  stability  without 
regard  for  whether  they  have  a  stabilising 
or  destabilising  effect. 
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sharp  cleavages  within  the  society.50 

Mi In or' s  research  was  conducted  in  an  area  that 
he  saw  as  reducing  cleavages,  the  effect  of  elections 
on  stability.  In  looking  closely  into  the  institution 
of  the  election,'  he  noted  several  factors  that  contri¬ 
buted  to  stability.  The  first  was  the  type  of  govern¬ 
mental  system  that  existed.  He  compared  the  pros  and 
cons  of  both  plurality  and  proportional  systems.  In 
the  end  he  had  to  give  the  nod  for  stability  to  the 
plurality  system  for  while  that  system  places  obstacles 
in  the  path  of  minorities  that  can  prevent  their 
attainment  of  victory,  it  is  usually  tolerant  enough 
to  allow  their  ideology  to  be  heard.  Proportional 
systems  on  the  other  hand  give  representation  to  those 
minority  ideologies  that  are  present  when  the  system 
is  established  but  make  it  very  difficult  for  any  new 
ideological  movement  to  attain  any  representation.51 

Looking  into  the  system,  Milnor  found  that  the 
electoral  process  was  a  factor  in  stability  regardless 
of  whether  the  system  was  one  of  plurality  or  propor¬ 
tionality.52  Milnor  mentions  four  other  techniques, 
or  factors,  that  contribute  to  stability.  These 

5®Ibid.,  p.  23. 

5iAndrew  J.  Milnor,  Elections  and  Political 
Stability  (Boston;  Little,  Brown  and  Company,  1969) 
p.  id 3. 

52Ibid.,  p.  104. 
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techniques  are  partially  identified  with  the  electoral 
process  and  partially  independent  of  it.  Be  lists  the 
national  symbols,  such  as  the  flag  or  emblem,  that  the 
populace  identifies  with  as  one.  The  others  are  the 
parading  of  national  heroes,  canonization  of  indepen¬ 
dence  leaders  and  unification  of  the  populace  through 

the  identification,  or  creation,  of  some  external 
53 

hostile  force. 

In  his  research  into  political  stability  and 
political  behavior,  Hughes  mentioned  two  main  influences 
upon  stability.  One  was  the  long  term  dispositions  of 
group  members  that  developed  out  of  the  socialization 
process  and  that  were  continually  reinforced  by 
association.  This  he  considered  the  primary  factor  in 
political  stability.  Short  term  influences  were,  in 
his  opinion,  primarily  destabilizing  although  they 
could  be  capable  of  unifying  the  population.  He 
maintained  that  these  influences  had  to  be  substantial 
and  simple  to  understand  such  as  war  or  depression. 

Nordlinger  approached  the  study  of  political 
stability  from  a  slightly  more  direct  perspective* 

He  says  the  following: 

53 Ibid. ,  p.  121. 

Colin  A.  Hughes,  Political  Stability  and 
Political  Behaviour.  (St .  Lucia,'  Queensland, 

Australia ;  University  of  Queensland  Press,  19681, 
pp.  23-24. 
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The  crucial  problem  in  politics  is  the  management 
of  conflict.  Mo  regime  could  endure  which  did  not 
cope  with  this  problem.  All  politics,  all  leader¬ 
ship  and  all  organization  involve  the  management 
of  conflict. 55 

He  proceeds  from  that  point  to  outline  his  thesis  that 
divided  societies  under  severe  stress  are  the  ideal 
subjects  for  study  of  factors  of  stability.56  Then 
through  his  study  of  societies  with  deep  divisions 
Nordlinger  identifies  six  conflict  regulating 
practices.  The  first  practice  is  the  stable  governing 
coalition  that  is  formed  prior  to  elections  for  the 
express  purpose  of  maintaining  conflict  regulation. 

It  does  not  include  the  post  election  marriages  of 
convenience  commonly  found  in  coalition  governments. 

The  second  practice  is  the  principle  of  proportionality. 
It  does  not  imply  a  proportional  system  of  government, 
but  its  basic  characteristic  is  that  all  groups 
influence  a  decision  in  proportion  to  their  numerical 
strengths.  The  third  practice  listed  by  Nordlinger 
is  the  mutual  veto.  This  practice  provides  that 
governmental  decisions  will  not  be  taken  unless  they 
are  acceptable  to  all  major  conflict  organizations. 

This  practice  exists  in  less  sharply  divided  societies 


55 Eric  A.  Nordlinger,.  Conflict  Regulation  in 
Divided  Societies  (Harvard  University:  Center  for 
international  Studies ,  "Occasional  Papers  in  Inter¬ 
national  Affairs,"  29,  19721,  p.  1. 

56 Ibid. ,  p.  2. 


in  the  efforts  that  are  expended  to  achieve  consensus. 
Nord linger * s  fourth  listed  practice  is  purposive 
depoliticization  wherein  conflict  group  leaders  agree 
not  to  raise  segmental,  potentially  explosive  issues 
during  campaigns.  The  fifth  practice  is  compromise 
wherein  the  conflict  groups  mutually  adjust  their 
conflicting  issues  and  values  until  a  position  is 
reached  that  can  be  accepted  by  all  sides.  The  sixth 
and  final  practice  is  the  granting  of  concessions  by 
one  or  more,  but  not  all,  sides.  Concessions  must, 
of  necessity,  be  granted  by. the  stronger  parties. 

They  may  also  be  considered  by  relatively  equal  con¬ 
flict  groups  but  are  usually  not  effective.  This  last 
point  is  one  that  usually  causes  peril  to  a  bad  govern¬ 
ment  and  may  lead  to  its  dissolution.^7 

Grinter  studied  the  dissolution  of  stability 
in  the  Republic  of  Vietnam  and  observed  American 
efforts  to  try  and  help  to  reestablish  stable  governs 
ment.  He  identified  three  factors  that  were  not 
considered  and  which  he  contends  eventually  led  to 
the  failure  of  the  effort  there.  He  said  the  following: 

.  .  .  Conventional  bureaucratic  military  responses 
to  revolutionary  warfare  do  not  work.  They  do  not 
take  into  account  the  relevance  of  culture,  social 
forces  and,  above  all,  politics.  They  perceive 
socioeconomic  problems  and  political  problems 
through  technological  and  administrative  filters. 
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Conventional  liberal-democratic  responses  to 
revolutionary  warfare  do  not  work  either.  They 
underestimate  the  role  of  force  and  violence. 

They  do  not  take  into  account  the  salience  of 
power,  the  necessity  of  creating,  centralizing, 
and  institutionalizing  power  before  it  can  be 
shared.58 

Pirages  in  his  treatise  on  managing  political 
conflict  developed  a  sizeable  number  of  factors  that 
contribute  to  increased  or  decreased  stability.  Two  of 
the  factors,  outlets  for  competition  and  rules,  sanc¬ 
tions  and  sanctioned  rule  relief  are  closely  related. 

Five  factors  were  attributed  by  Pirages  to  the  rising 
expectations  of  people  throughout  the  world.  Pirages 
!  saw  them  as  primarily  destabilizing  although  he  allowed 

for  the  possibility  of  them  being  at  the  center  of  a 
sentiment  for  stability.  These  five  factors  are 
resource  and  position  scarcity,  economic  and  psycho¬ 
logical  needs,  race  and  ethnicity,  religion  and  ideology, 

X  and  regionalism  and  nationalism.  Pirages  says  "all  of 

*3! 

1  the  above  factors  .  .  .  represent  potential  sources  of 

conflict  in  different  societies  at  different  times. 

But  conflict  does  not  always  result  from  seemingly 
volatile  mixtures.  Potential  conflict  can  be  dormant 


58 

Lawrence  E.  Gr inter,  "Nation  Building, 
Counterinsurgency  and  Military  Intervention,”  in  Ellen 
P.  Stem,  ed..  The  Limits  of  Military  Intervention 
(Beverly  Hills,  California:  '  Sage  Publications,  Inc., 
1977),  p.  251. 

59 

Dennis  Pirages,  Managing  Political  Conflict 
(New  York:  Praeger  Publishers,  1576) ,  p.  7. 


for  decades  if  political  leaders  optimally  use  their 
managerial  resources. 

One  of  the  above  factors ,  race  and  ethnicity, 
plays  a  very  important  role  in  conflict  in  the  developing 
nations  according  to  Pirages.  However,  he  finds  this 
factor  often  submerged  by  another  factor,  economic  con¬ 
ditions  of  inflation  and  unemployment,  in  industrial 
countries. 61  This  last  factor  can  spell  the  downfall  of 
governments  in  industrialized  countries.  Manipulating 
the  environments  to  avoid  conflict  is  the  goal  of 
political  leaders  and  usually  requires  strong  leader- 
ship,  another  of  Pirages  factors.  The  process  of 
manipulating  the  environment  is  also  one  of  Pirages 
factors  which  he  labels  as  conflict  management.63 

In  looking  at  various  factors  that  help  to 
maintain  political  stability  among  masses  and  thus  keep 
the  elites  in  power,  Pirages  assigned  the  following 
attributes  to  society.  For  the  masses  the  important 
factors  were  the  tendency  for  large  numbers  of  the 
populace  to  be  politically  apathetic,  the  criterion  of 
competence  assigned  to  others  with  special  knowledge, 
the  economy  of  maintaining  the  status  quo,  and 


60Ibid.,  p.  12 
61Ibid.,  p.  13, 
62Ibid.,  pp,  13,  27. 
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response  of  the  government  to  group  values. 64  For  the 
ruling  elites  the  important  factors  were  the  capacity 
to  use  force,  the  tying  of  authority  to  religious 
beliefs,  ability  of  leaders  to  use  moral  suasion 
solely,  management  of  sociopolitical  information,  and 
the  modification  of  individual  belief  systems. 66 

The  final  factor  obtained  from  Pirages* 
research  was  the  lack  of  perception  of  relative  depriva¬ 
tion.  Stress  can  be  caused  "by  feelings  of  relative 
deprivation  .  .  .  which  is  related  to  rising  expecta¬ 
tions  that  cannot  be  met  within  existing  structures  of 
opportunity.  Stress  leads  to  frustration  and  violence 
which  is  often  manifest  in  political  instability."66 

Liska  in  his  study  of  third  world  countries 
in  evolution  tied  stability  firmly  to  the  economic 
basis  of  the  developing  nation.67 

Rosen,  in  his  study  of  international  relations, 
relies  heavily  on  the  study  of  conflict  and  conflict 
resolution.  One  factor,  sufficient  space,  that  he 
does  not  mention  explicitly,  is  implicitly  contained 

64Ibid.,  pp.  28-31. 

65Ibid. ,  pp.  36-37. 

66Ibid. ,  p.  57. 

67 

George  Liska,  States  in  Evolution t  Changing 
Societies  and  Traditional  Systems  in  WofI3Tl?oli^lcs, 
Studies  in  International  Afrairs  Number  1£.  (Baltimore! 
The  Johns  Hopkins  University  Press,  1973),  p.  102. 
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in  his  examination  of  the  world  population  explosion. 

The  squeeze  on  space  is  brought  out  by  these  words; 

The  LDCs  are  caught  in  a  transitional  bind. 

They  have  reached  the  point  in  modernisation 
where  the  death  rate  drops,  but  not  yet  the  point 
where  the  birth  rate  goes  down.  Thus,  their 
population  growth  is  much  more  rapid  than  it  once 
was,  and  far  exceeds  the  population  growth  of  the 
richer  countries. 62 

Considering  further  the  position  of  the  Lesser 

Developed  Countries  CLDC 'si  vis-a-vis  stability,  Rosen 

mentions  three  factors  that  can  have  a  profound  effect; 

external  hostilities,  irredentism  and  national  self- 
69 

image.  Rosen  expressed  those  factors  as  being 
peculiar  to  the  needs  of  LDC's  to  procure  military 
armaments.  But  a  cursory  examination  of  the  daily 
newspapers  showed  that  they  were  equally  applicable  to 
the  larger  industrialized  nations  as  well. 

In  exploring  integration  as  a  technique  for 
reducing  conflict,  Rosen  developed  five  additional 
factors  for  maintaining  stability.  First  was  the 
ability  to  maximize  economic  potential  by  develop ing 
competitive  techniques.  This  was  closely  followed  by 
the  ability  to  maximize  political  potential  by 
entering  into  alliances  that  support  foreign  policy 
goals.  To  support  these  two  factors  it  was  necessary 


*®Steven  J.  Rosen,  and  Walter  S.  Jones,  The 
Logic  of  International  Relations,  2d  ed,,  (Cambridge, 
Hass. s  'WXnEEfop  publishers,  TncT,  12771,  p,  132. 

19 


Ibid.,  p.  133 


for  the  following  three  factors  to  pre-exist  and  form  a 

sub-strata.  These  include  social  assimilation,  which  is 

tolerance  of  cultures  and  sub-cultures,  value  sharing 

and  an  expectation  of  mutual  benefit  by  thr  various 

70 

sectors  of  the  society. 

Stonier  took  a  quick  macro- look  through,  history 
in  his  research  into  the  prerequisites  for  political 
and  military  stability.  Be  had  two  basic  and  inter¬ 
twining  factors  for  stability  with  a  third  factor  that 
was  an  offshoot  of  one  of  the  more  basic  factors.  The 
basis  for  Stonier  is  a  question  of  the  economic 
'  capacity  of  a  particular  geographic  area.  Upon  this  is 
built  the  social  climate  that  determines  stability  or 
instability.  Any  change  in  sufficiency  or  utilization 
of  resources  can  then  affect  changes  in  the  basic 
structure  of  the  society  and  cause  instability.71. 

The  factors  in  Table  V  were  next  consolidated 
into  a  model  of  aggregated  stability  factors  that  was 
divided  into  two  parts,  mass  support  and  elite  leader¬ 
ship  (Table  VI) .  This  model  was  presented  in  the 
dissertation  proposal  that  was  presented  to  the 

70Ibid.,  pp.  383-387. 

71 Tom  Stonier r.  "Economic  and  Technological 
Prerequisites  for  Achieving  Political  and  Military 
Stability, "  in  Carlton,  David  and  Carlo  Schaerf,  eds.. 
Arms  Control  and  Technological  Innovation  CMew  York: 
John  $TIey  and  sons,  Haiated  tress,  T975T ,  pp.  342-355. 


I 


155 


TABLE  VI 

AGGREGATED  STABILITY  FACTORS 


Important  to  the  stability  of  any  nation-state 
ia  a  generalized  social  climate  (Stonier)  or 
socialized  support  (Tapper,  Hughes  and  Grin ter)  for 
the  political  system.  Stability  factors  that  have 
been  determined  important  to  mass  support  and  elite 
leaderships  by  various  authors  in  the  areas  of 
political  socialization  and  treaties  and  alliances 
are  aggregated  below. 


Mass  Support 

1.  Nationalism  (Milnor) :  Includes  Symbol  Identifica- 
tion  and  heroes  Oiilnor) ,  group  values  (Pirages) , 
national  self-image  and  value  sharing  (Rosen) . 

2.  Citizen  Involvement  (Milnor):  Includes  electoral 
process  (Milnor) ,  the  virtues  of  plurality  versus 
those  of  proportionality  (Nordlinger) ,  politics 
(Grinterl,  political  apathy  (Pirages)  and  party 
loyalties  (Tapper) . 


3.  No  Sharp  Cleavages  with  Elite  (Tapper  and 
Nordlinger):  includes  deification  of  leaders  (Milnor) , 
criterion  of  competence  and  acceptance  of  the  use  of 
force  (Pirages) . 


4.  Lack  of  Sharply  Divisive  Issues  within  the  Mass 

(Pirages)":  Includes  minimization  of  racial,  ethnicity, 

religious,  ideological  and  regional  issues  (Pirages) , 
no  irredentism  and  perception  of  mutual  benefits  (Roser 

5.  Outlets  for  Competition  (Pirages) :  Includes  a 
sound  economic  basis  (Liska) ,  sufficient  space  (land) 
and  economic  potential  (Rosen)  and  increasing 
productivity  (Stonier) . 


6 .  Personal  Rewards  and  Advantages  (Tapper) :  Include! 
citizen  involvement  (Milnor),  satisfaction  of  economic 
and  psychological  needs  (Pirages) ,  political  potential 
and  social  assimilation  (Rosen) . 
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TABLE  VI  (.Continued) 


Elite  Leadership 

1.  Recruitment  and  socialization  (Tapper) :  Provides 
avenue  to  leadership  roles  for  the  mass  but  primarily 
maintains  elite.  Includes  history  of  transactions; 
peaceful,  revolution  or  coup  d'etat  (Root) . 

2.  Personal  Rewards  and  Advantages  (Tapper):  Includes 
citizen  involvement  (Milnor)  and  provides  impetus  to 
leadership  for  the  elite  (Tapper) . 

3 .  Outlets  for  Competition  (Pirages) ;  Includes 
providing  for  and  controlling  the  economic  well-being 
of  the  nation-state  (Pirages) . 

4 .  v Control/Stimulate  Demands  (Tapper) :  Includes 
the  h'salience  of1  power ^  (creating  centralizing  and 
institutionalizing  power)  (Grinter) ,  depoliticization 
of,  compromise  of,  and  concessions  on  issues 
CNordlinger) ,  tying  authority  to  religious  beliefs  in 
traditional  societies,  use  of  moral  suasion,  control 
of  sociopolitical  information  and  minimizing  any 
perception  of  relative  deprivation  (Pirages) . 

5.  Maintain  system  (status -quo)  or  Persist  (slow- 
changel  (Tapper):  Includes  rules  and  sanctions  for 
society  and  provides  outlets  in  form  of  rule  breaking 
overlooked  if  not  caught,  threats  of  force  (sanctioned) 
and  modification  of  individual  beliefs  to  elite  goals 
(Pirages) ;  use  of  mutual  veto  in  government  by  various 
elements  of  the  society  (Nordlinger) ;  and  focus  on 
external  hostile  forces  (Milnor  and  Rosen)  to  include 
war  (Hughes) . 


Graduate  School  in  January  of  1981  and  it  used  six 
factors  to  judge  the  masses  and  five  factors  to  judge 
the  leadership.  Certain  factors,  3  and  5  for  the 
masses  and  1  and  3  for  the  elite  were  considered 
essential  for  societal  stability.  The  plan  was  that 
if  they  could  be  answered  in  the  affirmative  and  over 
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50  percent  of  all  other  questions  answered  in  the 
affirmative,  then  I  would  classify  the  government  as 
stable  for  the  analysis.  If  any  of  ths  hey  questions 
were  negative  or  if  less  than  50  percent  of  the 
remaining  questions  were  affirmative,  then  the  govern¬ 
ment  was  to  be  listed  as  unstable. 

Revision  of  the  Stability  Factor  Model 

Operationally,  the  use  of  two  lists  to  arrive 
at  one  stability  factor  proved  awkward.  There  were 
two  common  factors,  outlets  for  competition,  and 
personal  rewards  and  advantages,  in  both  lists,  that 
had  the  same  basis  for  determination.  In  reexamining 
the  purpose  of  the  model,  to  determine  national 
stability,  it  became  apparent  that  it  would  be  nice 
to  be  able  to  separate  the  bases  of  mass  support  and 
elite  leadership  but  not  essential  to  the  purpose  of 
the  analysis.  Therefore,  the  decision  was  made  to 
combine  the  factors  in  the  two  lists  that  were  the 
same  and  to  add  the  two  lists  together.  The  factors 
in  the  two-part  Table  VI  were  thus  refined  into  the 
single  list  of  factors  in  Table  VII  resulting  in  a 
model  that  lacked  the  awkwardness  of  its  predecessor 
without  sacrificing  any  elements  of  the  analysis. 
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TABLE  VII 

MODEL  FOR  NATIONAL  STABILITY  DETERMINATION 


Important  to  the  stability  of  any  nation-state  is 
a  generalized  social  climate  (Stonier)  or  socialized 
support  (Tapper,  Hughes  and  Grinter)  for  the  political 
system.  Stability  factors  that  have  been  determined 
important  to  mass  support  and  elite  leaderships  by 
various  authors  in  the  areas  of  political  socialization 
and  treaties  and  alliances  are  aggregated  below. 

Factors  3,  5  and  7  must  be  positive  in  a  stable  regime. 
If  those  key  factors  and  over  50  percent  of  all  factors 
can  be  answered  affirmatively,  the  country  will  be 
adjudged  stable  under  this  model. 

1.  Sense  of  Nationalism  or  Nationhood  (Milnor) : 
Includes  symbol  identification  and  heroes  (Milnor) , 
group  values  (Pirages) ,  national  self-image  and  value 
sharing  (Rosen) . 


2.  Citizen  Involvement  in  Government  (Milnor) : 

Includes  electoral  process  (Milnor) ,  the  virtues  of 
plurality  versus  those  of  proportionality  (Nordlinger) , 
politics  (Grinter) ,  political  apathy  (Pirages)  and 
party  loyalties  (Tapper) . 


3.  No  Sharp  Cleavages  Between  Mass  and  Elite  (Tapper 


and  Nordlinger) :  Includes  deification  of  leaders 
(Milnor) ,  criterion  of  competence  and  acceptance  of 
the  use  of  force  (Pirages) . 


4.  Lack  of  Sharply  Divisive  Issues  within  the  Mass 
(Pirages) :  Includes  minimization  of  racial,  ethnicity, 
religious,  ideological  and  regional  issues  (Pirages) ,  no 
irredentism  and  perception  of  mutual  benefits  (Rosen) . 

5.  Outlets  for  Competition  (Pirages) :  Includes  a 
sound  economic  basis  (tiska) ,  sufficient  space  (land) 
and  economic  potential  (Rosen) ,  increasing  productivity 
(Stonier) ,  and  providing  for  and  controlling  the 
economic  well-being  of  the  nation-state  (Pirages) . 


6 .  Personal  Rewards  and  Advantages  (Tapper) :  Includes 
citizen  involvement  (kilnor) ,  satisfaction  of  economic 
and  psychological  needs  (Pirages) ,  political  potential 
and  social  assimilation  (Rosen)  and  provides  impetus 
to  leadership  for  the  elite  (Tapper) . 

7 .  Recruitment  and  Socialization  (Tapper) t  Provides 
avenue  to  leadership  roles  for  the  mass  but  primarily 
maintains  elite.  Includes  history  of  transactions; 
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TABLE  VII  (Continued) 


peaceful#  revolution  or  coup  d'etat  (Root) . 

8.  Institutionalised Systems  for  Controlling/ 
Stimulating  bemanda  (Tapper) ;  Include*  the  "salience 
of  power"  (creating#  centralizing  and  institutionalizing 
power)  (Grinter) #  depoliticization  of#  compromise  of# 
and  concessions  on  issues  (Nordlinger) #  tying  authority 
to  religious  beliefs  in  traditional  societies#  use  of 
moral  suasion#  control  of  sociopolitical  information 
and  minimizing  any  perception  of  relative  deprivation 
(Pirages) . 


9.  Methods  for  System  Maintenance  (status-quo)  and/or 
Persistence  (slow-changed  (Tapper):  Includes  rules  and 
sanctions  for  society  and  provides  outlets  in  form  of 
rule  breaking  overlooked  if  not  caught#  threats  of  fore 
(sanctioned)  and  modification  of  individual  beliefs  to 
elite  goals  (Pirages) ;  use  of  mutual  veto  in  govern¬ 
ment  by  various  elements  of  the  society  (Nordlinger) ; 
and  focus  on  external  hostile  forces  (Milnor  and  Rosen) 
to  include  war  (Hughes) . 


Under  the  revised  model  contained  in  Table  VII# 
factors  3#  5  and  7  were  considered  essential  for 
societal  stability.  If  they  were  answered  in  the 
affirmative  and  over  50  percent  (at  least  five)  of  all 
questions  were  answered  in  the  affirmative#  then  I 
classified  the  society  as  stable  for  the  analysis.  If 
less  than  50  percent  of  the  questions  were  affirmative# 
or  if  any  of  the  essential  questions  were  negative 
then  the  society  was  listed  as  unstable.  It  is 
acknowledged  that  this  method  permitted  some  subjec¬ 
tivity  in  the  classification#  but  it  also  provided  a 
point  of  departure  where  none  existed  before.  It  is 
hoped  that  the  model  will  provide  the  impetus  for 
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other  researchers  to  either  confirm  this  schema  or 
develop  some  other/  objective  means  of  determining 
stability. 

After  the  stability  factor  for  each  nation 
was  determined  using  the  model  in  Table  VII/  that 
factor  was  then  used  as  an  input  into  the  model  for 
distinguishing  characteristics  of  offset  agreements 
that  were  implemented  from  those  that  were  not 
implemented.  The  procedure  was  to  see  if  the  16 
variables  selected  out  of  the  17  originally  isolated 
could  be  used  to  distinguish  characteristics  of  the 
offset  agreements  that  were  implemented  from  those 
that  were  not  at  a  statistically  significant  level. 

Choice  of  Technique  -  Discriminant  Analysis 

The  initial  inclination  was  to  postulate  that 
a  predictive  model  could  be  developed  to  give  a 
statistical  probability  of  certainty  in  assigning 
offset  proposals  to  categories  of  probable  success  or 
non-success.  The  initial  inclination  also  included 
using  regression  analysis  as  the  technique  for  analysis 
of  the  data.  After  the  research  began  and  the  available 
data  was  examined  all  of  the  initial  inclinations  had 
to  be  discarded. 

The  first  part  of  the  inclination  to  be  dis¬ 


carded  was  the  thought  of  developing  a  predictive 


model.  The  body  of  data  available  was  sparse  in  a 
relatively  new  field  of  endeavor  and  the  various 
variables  that  might  be  important  to  the  process  of 
offsets  had  not  been  described.  The  process  of 
developing  a  descriptive  model  became  a  paramount 
objective. 

The  second  part  of  the  inclination  to  be 
discarded  was  the  thought  of  assigning  offset  proposals 
to  categories  of  probable  success  or  non-success. 

The  concept  of  success  sounded  positive  and  desirable 
but  defied  objective  description.  Success  front  whose 
perspective?  What  degree  of  success  had  been  obtained? 
Was  success  to  be  equated  with  implementation  or  cculd 
a  project  be  successful  and  still  fall  short  of 
implementation  of  coproduction?  When  these  questions 
were  squarely  faced/  it  became  obvious  that  a  more 
realistic  objective  would  be  to  assign  offset  proposals 
to  categories  of  implementation  or  non- implementation. 

The  third  part  of  the  inclination  to  take  flight 
under  careful  scrutiny  was  the  use  of  regression 
analysis  as  the  technique  for  analysis  of  the  data. 

As  noted  in  Table  III,  the  factors  that  affect  coopera¬ 
tion  among  or  between  nations  can  be  analyzed  as 
political/  economic  or  national  security  factors.  How¬ 
ever/  there  were  three  drawbacks  to  using  the  data  in 
this  manner  with  regression  analysis.  The  first  draw- 


back  was  that  while  the  economic  factors  could  be 


analyzed  quantitatively,  the  political  and  national 
security  factors  were  qualitative.  Had  that  been  the 
only  problem  then  the  analysis  could  have  used  an 
analysis  of  covariance.  But  the  second  problem  was 
extensive  factor  interaction.  Few  of  the  factors  were 
purely  economic,  or  political,  or  national  security 
factors.  The  confounded  economic  factors  thus  became 
qualitative  factors  when  considered  from  the  perspec¬ 
tive  of  "how"  they  interacted  with  other  variables  in 
describing  an  offset  proposal.  The  third  drawback 
was  there  was  no  quantitative  result  or  level  of  "suc¬ 
cess"  that  could  be  used  to  show  the  effectiveness  of 
the  factors  in  achieving  some  level  of  performance. 
There  was  no  "causal"  effect  to  be  analyzed. 

The  result  of  the  above  was  that  we  were  left 

with  two  groups  of  data  for  offset  proposals  that 

had  either  been  implemented  or  non- implemented.  As 

William  Klecka  said,  "Discriminant  analysis  begins 

with  the  desire  to  statistically  distinguish  between 

two  or  more  groups  of  cases.  These  'groups'  are 

72 

defined  by  the  particular  research  situation."  After 
extensive  discussions  with  the  dissertation  committee 
chairman,  Dr.  Laurence  Madeo,  it  was  determined  to 

72William  R.  Klecka,  "Discriminant  Analysis” 
in  Norman  W.  Nie,  et  al.,  eds..  Statistical  Package 
for  the  Social  Sciences,  2d  ed.  (Mew  York:  McGraw- 
Hill  Book  Company,  1^70) ,  p.  435. 
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use  step-wise  discriminant  analysis  of  the  form 

D  ■  d.Z.  +  d0Z.  +  .  .  .  d  Z 
xx  &  i  p  p 

where  D  *  Score  on  discriminant  function 

dp  *  weighting  coefficients,  and 

Z_  *  standardized  values  of  the 
P 

discriminating  variables 

Since  this  analysis  only  includes  past  offset 
proposals  that  were  either  implemented  or  non- 
implemented,  it  will  represent  an  initial  analysis 
to  be  used  by  other  analysts  for  comparing  offset 
proposals  rendered  after  31  December  1978. 

Data  Used  in  the  Research 

The  data  used  in  this  research  were  initially 
extracted  from  case  studies  contained  in  the  literature 
search.  The  dissertation  copies  on  the  related 
studies  were  obtained  from  University  Microfilm  Inter¬ 
national.  The  master's  theses  and  independent  research 
reports  were  obtained  from  the  Defense  Logistics 
Studies  Information  Exchange  which  was  located  at  the 
U.S.  Army  Logistics  Management  Center  at  Fort  Lee, 
Virginia.  They  were  made  available  on  microfiche. 

These  materials  provided  information  on  the  50  cases 
upon  which  the  proposal  for  this  dissertation  was 


built.  Additional  cases  were  obtained  through  library 
research  in  the  Department  of  State  Bulletin,  Treaties 
and  Other  International  Agreements  of  the  United 
States ,  and  various  trade  journals  such  as  Aviation 
week  and  Space  Technology  and  Jane's  publications. 
Further  research  was  conducted  through  personal  con¬ 
tact  with  the  Office  of  the  Secretary  of  Defense  for 
International  Security  Policy  and  the  Under  Secretary 
of  State  for  Security  Assistance . 

Objectives  of  the  Research 

The  overall  objective  of  this  research  was  to 
provide  a  mathematical  model  to  be  used  to  objectively 
categorize  offset  proposals  from  a  spectrum  of  poten¬ 
tial  actions  within  long  range  foreign  policy  goals. 

The  hypothesis  of  interest  in  this  study  was: 
Political  preferences,  economic  factors  and  national 
security  considerations  can  be  combined  into  a 
mathematical  model  for  offset  analysis.  In  arriving 
at  the  hypothesis  this  research  effort  involved  study 
of  the  following  data: 

(1)  The  outcome  (implemented  or  non- 

implemented)  of  previous  cooperative 
research  and  development  and  coordinated 
production  agreements  in  the  international 
arms  sale  market. 


(2)  The  relationship  of  various  market  fac¬ 
tors  such  as  gross  national  product  and 
balance  of  payments  to  outcomes  of  pre¬ 
vious  cooperative  research  and  coordinated 
production  agreements  in  the  international 
arms  market. 

(3)  The  political  aspects  of  environment  that 
affect  offsets  in  arms  sales  such  as 
treaty  obligations/  governmental  stability 
and  the  aspirations  of  lesser  developed 
countries  (LDCs)  that  the  U.S.  government 
wishes  to  keep  in  its  sphere  of  influence. 

(4)  The  national  security  aspects  of  environ¬ 
ment  that  must  be  considered  in  inter¬ 
national  arms  sales  such  as  strategic  and 
tactical  readiness  impacts  and  protection 
of  technological  advantage. 

In  testing  the  hypothesis  the  research  attempted  to 
answer  the  following  related  questions: 

(1)  Can  a  mathematical  model  be  developed 
that  would  have  described  the  likelihood 
for  success  of  past  offset  proposals 
within  national  policy  guidelines? 

(2)  Can  the  model  developed  in  (1)  of  this 
study  be  utilized  as  a  tool  in  the 
evaluation  of  future  offset  proposals? 
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The  conclusions  of  the  test  will  be  related  in 
Chapter  Five. 

Data  Systems  Used  in  the  Study 

The  analysis  for  the  model  was  run  by  the 
United  States  Air  Force  on  a  Honeywell  60-68  computer 
using  the  SPSS:  Statistical  Package  for  the  Social 
Sciences  program.  It  employed  the  Discriminant 
Analysis  procedure  using  the  Rao's  V  method  of 
analysis. 


Chapter  Pour 


MODELS#  DATA  AND  ANALYSIS 

This  chapter  discusses  the  utilization  of  the 
two  models  developed  in  this  research .  First  to  be 
discussed  is  the  determination  of  the  variables  that 
were  selected  as  potential  discriminants  between  off-set 
proposals  that  were  implemented  and  those  that  were  not. 
This  discussion  carries  through  labelling  the  variables# 
how  those  variables  were  entered  into  the  statistical 
procedure#  and  the  intuitive  importance  of  those 
variables  as  I  expected  to  see  them  in  the  experimental 
results.  Than  the  discussion  stops  and  takas  a  step 
backward  to  examine  the  model  for  determining  national 
stability.  It  will  show  examples  of  how  stability  was 
determined  for  two  countries  and  then  entered  into  the 
primary  model  of  this  research.  The  discussion  will 
then  proceed  to  the  testing  of  the  data;  the  stepwise 
discrimination  with  Rao's  V  and  an  examination  of  the 
plots  of  discriminant  scores.  The  data  sheets  prepared 
for  the  two  models  and  the  control  file  program  used  in 
the  analysis  are  contained  in  the  Appendices.  Discus¬ 
sion  of  the  conclusions  drawn  from  the  analysis  is 
reserved  until  Chapter  Five. 


Selecting  the  Discriminating  Variables 


The  examination  of  the  factors  that  were 
determined  important  to  the  implementation  or  non¬ 
implementation  of  specific  cases  of  codevelopment  or 
coproduction  was  portrayed  in  Chapter  Three.  Those 
factors  were  then  aggregated  into  seventeen  variables 
for  consideration  in  the  model  for  evaluation  of  off¬ 
set  proposals  in  international  arms  transfers.  One  of 
the  seventeen  variables,  expropriation  by  the  host 
nation,  was  dropped  from  consideration  in  this  type  of 
international  business  venture.  This  was  because  spon¬ 
sorship  of  the  venture  by  the  host  government  at  the 
Ministry  of  Defense/Department  of  Defense  level  is 
necessary  so  that  expropriation  would  be  of  a  home 
industry.  Discussion  of  the  determination  of  the 
remaining  sixteen  variables  follows. 

The  determination  of  stability  of  the 
recipient  countries  was  based  upon  the  model  previously 
described  for  the  year  in  which  the  offset  proposal  was 
made. 

The  determination  of  importance  to  national 
prestige  came  from  comments  in  the  trade  journals 
combined  with  considerations  for  home  industries. 

The  determination  of  offset  proposal  supports 
government  policy  was  determined  by  officially  stated 


policy  at  the  tin*  of  proposal* 

Determination  of  considerations  for  employment 
were  taken  from  the  proposals  and  in  some  instances 
from  data  available  from  the  Department  of  Commerce 
on  world  trade. 

Determination  of  concern  for  development  of 
home  industry  was  deduced  from  articles  in  the  trade 
journals.  Countries  like  France  and  the  United 
Kingdom  had  developed  home  industries  in  some 
instances  but  were  interested  in  protecting  the  pro¬ 
duction  and  employment  bases. 

Determination  of  formal  commitment  to  buy 
was  extracted  from  two  sources.  Those  proposals 
that  were  initiated  but  not  carried  through  to 
implementation  were  examined  to  see  if  the  govern¬ 
ments  concerned  had  committed  themselves  to  buy  the 
final  product,  but  then  terminated  the  agreement  for 
some  other  reason.  If  there  had  been  a  formal 
commitment,  it  was  recorded  in  the  affirmative,  other¬ 
wise  they  were  classified  as  without  commitment. 
Implemented  proposals  were  recorded  in  the  affirmative 
Determination  of  provider  willing  to  share 


showed  the  provider  seeking  the  business  it  was 
recorded  as  affirmative.  If  the  government  had  to 
use  sweeteners  or  coercion,  it  was  reeorded  as 


it 


negative.  Otherwise  the  data  was  recorded  as  not 
available. 

Determination  of  formal  alliances  in 

existence  was  based  on  Treaties  in  Force, 1  Treaties 

2 

and  Alliances  of  the  World  and  policy  stateme..i:s  on 
legislation. 

Determination  of  balance  of  c-nnnmmnt 

came  from  official  policy,  trade  journals,  trade 
stipulations  monitored  by  the  Department  of  Commerce 
and  the  readings  in  the  research. 

Economies  of  Scale  was  determined  by 
obtaining  published  statements  on  the  need  or  desire 
for  broader  production  of  a  weapon  system  where  it 
was  available. 


Determination  of 


KsF  A  1 1IJ 


based  on  the  definition  of  the  Industrially  Developed 
Countries  by  the  International  Bank  for  Reconstruction 
and  Development. 


nolocv 


Determination  of  ability  to  share  in  tech- 
ras  based  on  Department  of  State  determinations. 


^U.S.  Dept,  of  State,  Treaties  in  Force i  A 
££g£of  Treaties  and  Otber^.^eraaajB^^reyyftt*, .9^ 
the  Onited  States  in  Force  on  January  1,  1980, 
Department  of  State  Publication  9136 .  [treaty  Affairs 
Staff,  Office  of  the  Legal  Advisor],  [Washington,  D.C. t 
Government  Printing  Office,  1980]. 


1980] . 


Treaties  and  Alliances  of  the  World,  O.S. 
edition  (few  Vorkt  Charles  Scribern's  dons,  1974) . 
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information  in  the  trade  journals  and  agreements 
executed  in  the  offset  agreements. 

Determination  of  recipients  ability  to  meet 
financial  obligations  under  the  agreement  was  diffi¬ 
cult  to  ascertain.  One  approach  would  have  been  to 
base  the  determination  on  GNP  per  capita,  but  that 
would  have  duplicated  the  data  already  documented  in 
GNP  per  capita  above  the  level  of  the  LDC's  since  that 
was  the  natural  break  point  for  ability  to  buy. 

The  acceptance  of  a  sale  agreement  rather  than  grant 
aid  by  the  Department  of  State  was  finally  used  as 
the  determinant  for  this  factor. 

Determination  of  lack  of  agreement  in  relevant 
national  standards  was  based  on  differences  between 
the  yard  or  meter  and  differences  in  standards  for 
sheet  metal,  threads,  wire,  etc. 

Determination  of  impact  on  readiness  to 
participate  in  armed  conflict  was  based  on  delayed 
delivery  dates,  program  slowdowns  and/or  program 
terminations. 

The  above  data  were  then  entered  into  the 
statistical  procedure  to  see  if  the  16  variables 
selected  out  of  the  17  originally  isolated  could  be 
used  to  distinguish  character! sties  of  the  offset 
agreements  that  were  implemented  from  those  that 
were  not  at  a  statistically  significant  level.  Step- 


wise  discriminant  analysis  was  used  to  select  the 
best  set  of  discriminating  variables.  Two  groups 
were  analyzed,  implemented  and  non- implemented. 

The  variables  were  scored  +1  for  a  yes 
answer,  -1  for  a  no  answer  and  0  for  no  data  or 
undeterminable  for  a  variable.  The  basic  definitions 
employed  for  variables  were  as  follows: 

X01  ■  Internal  stability  of  recipient  country 
X02  *  Important  to  National  Prestige  -  Recip 
X03  *  Offset  agreement  supports  government 
policy  -  Both 

X04  «  Both  governments  seeking  to  expand 
employment  base 

X05  -  Recip  development  of  home  industry 
X06  -  Formal  commitment  for  development/ 
production  -  Both 

X07  *  Prov  willing  to  share  technology 
X08  ■  Formal  alliance  in  existence  -  Both 
X09  *  Prov  Overflight/Access  rights 
X10  «  Bal'-'ce  of  Payments  Concerns  -  Both 
Xll  -  Economies  of  Scale  -  Both 
X13  ■  GNP  per  capita  above  LDC  -  Recip 
X14  -  Ability  to  share  in  technology  -  Recip 
X15  -  Recip  ability  to  meet  financial 
obligation  under  agreement 


X16  ■  Lack  of  agreement  in  relevant  National 
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Standards  -  Both 

X17  -  impacts  readiness  to  participate  in 
armed  conflict  -  Both 

X18  ■  Proposal  Implementation  Status 
For  variable  X13,  LDC  is  a  non- industrially  developed 
country  as  defined  by  the  International  Bank  for 
Reconstruction  and  Development. 

As  stated  above  and  discussed  in  Chapter  Three, 
two  groups  were  analyzed,  implemented,  composed  of  157 
cases,  and  nonimplemented,  composed  of  34  cases.  (See 
Table  VIII.)  The  discriminant  function  was  of  the  form 

D  -  dlZl  +  d2z2  +  .  .  .  dpzp3 

Where  D  **  Score  on  the  discriminant  function, 
dp  «  weighting  coefficients,  and 
*P  -  standardized  value,  of  the 
discriminating  variables. 

Before  the  statistical  procedure  was  run  an 
intuitive  rank  ordering  of  the  variables  was  formulated 
for  use  as  a  guideline  in  comparing  anticipated  results 
with  the  actual  findings.  The  projection  also  anti¬ 
cipated  whether  a  variable  was  expected  to  lead  to 

3Xlecka,  William  R. ,  "Discriminant  Analysis," 
in  Norman  B.  Nie,  et  al. ,  SPSSi  Statistical  Package 
for  the  Social  Sciences  (New  York :  McGraw-Hill  Book 
company,  1973} ,  pp.  434-467. 
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implementation  or  non-implementation.  The  rank 
ordering  closely  approximated  the  variables  categorized 
by  essentiality  as  contained  in  Table  IV  B  although 
certain  variables  with  supposed  marginal  value  to 
governments  were  interspersed  with  those  considered 
essential  for  implementation . 

Internal  stability  of  the  recipient  country  was 
expected  to  be  the  most  important  variable  for  imple¬ 
mentation  of  an  offset  agreement.  It  was  anticipated 
that  despite  any  other  reason  (i.e. ,  readiness , 
prestige,  economies  of  scale)  weapon  system  codevelop¬ 
ment  and  coproduction  would  not  be  risked  with  a  nation 
that  was  not  stable. 

Important  to  national  prestige  of  the 
recipient  was  anticipated  to  be  the  second  most 
important  variable  for  implementation.  It  was  thought 
that  governments  that  needed  a  "prestige"  weapon  system 
to  show  some  economic  progress  to  their  populace  would 
insist  on  selected  coproduction  projects. 

The  third  most  important  variable  from  an 
intuitive  standpoint  was  expected  to  be  when  the 
offset  agreements  supported  government  policy.  This 
pre-Bupposed  a  logical  assumption  of  governmental 
consistency  between  official  polity  and  activities. 

The  requirements  for  both  governments  to 
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develop  hone  industry  were  anticipated  to  be  the  fourth 
and  fifth  variable#  supporting  implementation  of  an 
offset  agreement. 

The  sixth  most  important  variable ,  readiness  to 
participate  in  armed  conflict#  was  expected  to  enhance 
implementation.  So,  also,  were  formal  commitment  for 
deve lopment/product ion ,  willingness  of  provider  to 
share  technology,  existence  of  formal  alliances,  con¬ 
cerns  for  balance  of  paymsnts,  economies  of  scale. 

GNP  per  capita  more  than  LDC,  ability  of  recipient 
nation  to  share  in  technology,  and  ability  of  recipient 
to  meet  financial  obligations. 

Lack  of  agreement  in  relevant  national 
standards  was  expected  to  contribute  to  non-implementa¬ 
tion  of  offset  agreements.  Provision  for  overflight 
access  rights  was  anticipated  to  be  of  limited  impor¬ 
tance  due  to  the  variable  concerning  formal  alliances. 

Determining  National  Stability 

Examination  of  the  factors  that  contribute  to 
national  stability  or  instability  and  the  development 
of  the  model  for  determining  national  stability  were 
discussed  in  Chapter  Three.  In  applying  the  model  it 
was  necessary  to  first  develop  an  Index  of  Revolution, 
Coup  d'Etat  or  Social  Unrest  (Appendix  Q)  for  all  of 
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Table  VIII 


List  of  Codevelopment  and  Coproduction 
Projects  Between  1952  and  31  December 
1978  With  U.S.  DOD  Involvement 


Project/Year 


Countries 


Implemented 

(Y/N) 


Aircraft 


1.  T-34  Trainer,  1953 

2.  CS2F-1  Anti-Submarine, 

Japan 

1954 

Canada 

3.  F-86F,  1955 

Japan 

4.  C-119  Transport,  1955 

Italy 

5.  T-33  Trainer,  1955 

Japan 

6.  L-19  Observation,  1956 

Japan 

7.  P2V-7  Patrol 

Japan 

8.  T-34  Trainer,  1959 

9.  C-52F  Anti-Submarine, 

Argentina 

1959 

Canada 

10.  F-104J,  1959 

Japan 

11-14.  F-104G,  1959 

Belgium,  Italy, 

FRG,  Netherlands 

15.  CF-104 ,  1960 

16.  P-1127  VTOL  (Kestrel), 

Canada 

1960 

U.K. 

17.  CV-7A  Buffalo,  1962 

18.  Cessna  182  Observation, 

Canada* 

1965 

Argentina 

19.  CF-5  Fighter,  1965 

Canada 

20.  F-104S,  1965 

Italy 

21.  F-5,  1965 

Spain 

22.  F-4,  1965 

U.K. 

23.  NF-5  Fighter,  1967 

Netherlands 

24.  RF-4,  1968 

F.R.G. 

25.  F-4  parts,  1969 

26.  Barrier  VSTOL  Fighter, 

Japan 

1969 

U.K.* 

27.  F-4F,  1971 

F.R.G. 

28.  F-5E/F,  1972 

Taiwan 

29-32.  F-16,  1975 

Belgium,  Denmark, 
Netherlands,  Norway 

33.  F-5E/F,  1975 

Switzerland 

34.  F-4J,  1977 

Japan 

35.  F-15J,  1978 

Japan 

36.  P3C  Patrol,  1978 

Japan 

37.  CT-20  Drone,  1958 

France* 

9 KKK  *  K  K  K  *  K  *  *  t<  *  *  KK  KKKKKKK 
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Project /Year 

Countries 

Implemented 

(Y/N) 

38-41.  Atlantique 

France,*  F.R.G. 

,  N 

Maritime  Patrol*  1958 

Netherlands* 

42.  CT-41  Drone,  1960 

Belgium 

France* 

N 

43.  VSTOL  Fighter  R&D* 

1960 

F.R.G.* 

N 

44.  Mirage  III-V,  1963 

France* 

N 

45 ,  Breguet  941  STOL 
Transport*  1965 

France* 

N 

46.  C-130  Transport*  1965 

U.K. 

N 

47.  F-15*  1966 

Canada 

N 

48-49.  C-5  Transport*  1966 

Canada,  U.K. 

N 

50-51.  F— 111*  1966 

Canada,  U.K. 

N 

Helicopters 

52.  Bell  47*  1952 

Italy 

Y 

53.  Bell  47*  1953 

Japan 

Y 

54.  Sikorsky  S-51*  1956 

U.K. 

Y 

55.  S-55*  1956 

U.K. 

Y 

56.  S-58,  1956 

U.K. 

Y 

57.  Alouette  II*  1958 

France* 

Y 

58.  S-55,  1958 

Japan 

Y 

59.  S-54,  1959 

FRG 

Y 

60.  S-58,  1959 

FRG 

Y 

61.  S-61/SH-30 ,  1959 

U.K. 

Y 

62.  S-58,  1960 

France 

Y 

63.  S-62*  1960 

India 

Y 

64.  Bell  204*  1960 

Italy 

Y 

65.  Bell  204*  1960 

Japan 

Y 

66.  Boeing- Vertol  107, 

1960 

Y 

67.  S-61,  1960 

Jap?v- 

Y 

68.  S-62,  1960 

Japan 

Y 

69.  Bell  205*  1963 

Italy 

Y 

70.  Bell  OH- ID,  1965 

FRG 

Y 

71.  CH-53,  1968 

FRG 

Y 

72.  CH-47C,  1968 

Italy 

Y 

73.  CH-53,  1968 

Canada 

Y 

74.  Bell  212,  1969 

Italy 

Y 

75.  Hughes  369,  1969 

Italy 

Y 

76.  Bell  6H-1D,  1969 

Taiwan 

Y 

77.  Agusta  A-101,  1959 

Italy* 

H 

Table  VIII  (Continued) 


Project/Year 

Countries 

Implemented 

(Y/N) 

Tanka  and  Self-Propelled  Weapons 

78-79.  M-72  LAW  Anti- 

Tank,  1964 

Canada,  Norway 

Y 

80.  H-60-A1  Tank,  1964 
81-82.  109  MM  Howitzer, 

Italy 

Y 

1966 

Netherlands ,  Norway  Y 

83.  109  MM  Howitzer, 

1968 

84.  M-47  Tank  Retrofit, 

Italy 

Y 

1970 

Iran 

Y 

85.  MBT-70 ,  1963 

FRG 

N 

Vehicles 

86.  M-113  (APC) ,  1963 

Italy 

Y 

87.  HET-70,  1965 

FRG 

Y 

88.  General  Purpose,  1966 

Taiwan 

Y 

89-92.  ERMISS,  1975 

France,  FRG, 

Y 

93.  XM-571,  Year 

Netherlands,  U. 

K. 

Uncertain 

Canada 

N 

Infantry  Weapons  and  Ammunition 

94.  Rocket  Launcher, 

1963 

95.  Handheld  Weapons, 

Belgium 

Y 

1967 

Taiwan 

Y 

96.  M-16  Rifle,  1971 

Korea 

Y 

97.  Ammunitions,  1972 

Korea 

Y 

98.  2.75  FFR  Rockets, 

• 

1972 

Turkey 

Y 

99.  M-16  Rifle,  1974 

Philippines 

Y 

Missiles 

100-104.  AIM-7  Sparrow, 

Belgium,  Canada 

L# 

1959 

FRG,  Italy, 

Netherlands 

Y 

105-109.  Hawk,  1960 

Belgium,  FRG, 
France,  Italy, 

Netherlands 

Y 

KKKK  55  K  Ki<  KK 
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Project/Year 

Twni  amen  tori 

Countries  (Y/N) 

110.  Polaria'  1960 

U.K.  Y 

111-114.  Bull pup,  1962 

Denmark,  Norway, 

115.  Hawk'  1967 

Turkey,  U.K.  Y 

Japan  Y 

116.  Nike  Hercules/  1967 

Japan  Y 

117-122.  Improved  Hawk/ 

Belgium,  Denmark, 

1968 

France,  Greece, 

123-129.  AIM-9  Sidewinder/ 

Italy,  Netherlands  Y 
Belgium,  FRG, 

1968 

Greece,  Netherlands, 

130-135.  Sea  Sparrow, 

Norway,  Portugal, 

Turkey  Y 

Belgium,  Denmark, 

1968 

FRG,  Italy, 

136.  AIM-9  Sidewinder, 

1974 

Netherlands,  Norway  Y 

Italy  Y 

137-138.  Roland,  1975 

France,*  FRG*  Y 

139.  AIM-7  Sparrow,  1977 

Japan  Y 

140.  Improved  Hawk,  1977 

Japan  Y 

141-146.  Improved  Sea 

Belgium,  Denmark, 

Sparrow,  1977 

FRG,  Italy, 

147.  Copperhead,  1977 

Netherlands,  Norway  Y 

U.K.  Y 

148.  Harpoon,  1977 

U.K.  Y 

149-152.  AIM-9L  Side¬ 

FRG,  Italy, 

winder,  1978 

Norway,  U.K.  Y 

153.  Skybolt,  1959 

U.K.  N 

Ships 

154.  Frigate,  1960 

Norway  Y 

155.  Destroyer  Escort 
Group,  1964 

Spain  Y 

156.  Swordfish  Patrol, 

1965 

Italy  Y 

157.  Guided  Missile 
Frigate,  1975 

Norway  Y 

158-159.  Fast  Patrol, 

FRG,  Italy  -N 

Hydrofoil,  1973 


Y 

-N 


25  K  KKK  KKKK  *  *  K  KKK 
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Table  VIII  (Continued) 


Project /Year 

Countries 

Implemented 

(Y/N) 

Miacellaneoua  Syat 


160.  TP-30  Jet  Engine/ 


1950 

France 

Y 

| 

161-163.  MK-44  Torpedo , 

Canada,  France, 

] 

1950s 

Italy 

Y 

j 

164.  J-79  Jet  Engine# 

1960 

Canada 

Y 

1 

165.  L-102  Autopilot/ 

| 

1960 

France 

Y 

166.  Air  Defense  Command 

i 

and  Control  System/ 
1967 

Japan 

Y 

1 

167.  Beryllium  in 

1 

Engines  R&D,  1960s 

U.K. 

Y 

j 

168.  Advanced  Flight 

Control  Technology 

R&D,  1972 

FRG 

Y 

169.  Cartography 

Technology  R&D/  1972 

FRG 

Y 

170.  Remotely  Piloted 

Vehicles  R&D,  1972 

FRG 

Y 

; 

171.  AN/PRC-77  Radio, 

( 

1973 

Korea 

Y 

172.  ARGUS-10  Radar,  1974 

173.  SLAR  (UPD-X) ,  1975 

Italy 

Y 

j 

(Side  Looking 

Airborne  Radar) 

FRG 

Y 

'i 

i  174.  Modular  Thermal 

i 

I 

Imaging  Systems 
(MOD  FLIR) ,  1978 

FRG 

Y 

175,177.  Multiple  Launch 

France,  U.K., 

Rocket  System  (MLRS) , 
1978 

FRG 

Y 

.j 

178.  Air  Cushion  Landing 

| 

System,  1970s 

Canada 

Y 

l 

179-188.  General  Codevelop¬ 

Australia,  Belgium, 

j 

i 

i 

ment  ,  Coproduction, 
Cologistics  Agreement, 
1960 

Denmark,  France, 
FRG,  Italy, 
Netherlands,  Norway, 

N 

1 

Portugal,  Turkey 

\ 

i 

189.  General  Codevelopment , 

i 

i 

Coproduction  Agree¬ 
ment,  1970 

Argentina 

N 

I 


«  * 
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Pro j  ect/Year 


Countries 


Implemented 

(*/N> 


190-191.  General  Codevel-  FRG,  Norway  N 

opoent,  Coproduction, 

Cologistio8  Agree¬ 
ment,  1978 


Note:  * indicates  system  developed  in  country  marked. 

Sources:  The  above  mentioned  cases  of  codevelopnent  . 

or  coproduction  were  extracted  during  the 
literature  search  from  various  studies, 
journals  and  research  works  listed  in  the 
bibliography. 


the  countries  with  which  the  United  States  had  con¬ 
sidered  codevelopnent  or  coproduction  projects 
during  the  period  of  the  research.  That  research  was 
then  used  to  supply  data  for  the  model.  One  of  the 
advantages  to  this  approach  was  that  the  documented 
history  of  the  period  revealed  the  dynamic  quality  of 
the  factors  chosen  to  determine  national  stability. 
This  allowed  adjustments  in  those  factors  to  be 
determined  on  a  yearly  basis  (my  choice;  longer  or 
shorter  periods  can  be  used) .  The  factors  were  then 
classified  as  either  existing,  indeterminable  or  non¬ 
existent  for  the  year  that  the  offset  proposal  was 
rendered. 


The  determination  of  a  sense  of  nationaliem  or 
nationhood  was  determined  by  looking  at  the  scale  and 
scope  of  social  unrest.  If  social  movements  were 
trying  only  to  cause  a  change  in  government  the  factor 
was  classified  as  existent.  In  those  countries  where 
the  goal  of  social  movements  was  the  fragmentation  of 
the  existing  nation  along  group  lines  the  scale  of  the 
movement  was  used  in  making  the  determination.  A  few 
terrorists  were  not  enough  to  threaten  nationhood  but 
terrorists  with  widespread  appeal  and  support  among 
the  dissident  groups  were  sufficient  to  list  this 
factor  as  nonexistent.  A  critical  exclusion  in  this 
criterion  were  external  groups  who  indulged  in 
terrorism  to  attract  attention  to  another  country. 

Citizen  involvement  in  government  was  heavily 
dependent  upon  two  requirements.  Citizens  from  both 
the  mass  and  the  elite  had  to  be  able  to  participate 
in  the  electoral  process  for  determining  or  validating 
government.  Avenues  had  to  exist  for  members  of  the 
mass  and  elite  to  strive  for  leadership  roles.  The 
questions  of  whether  the  system  was  democratic  or 
totalitarian  or  whether  it  had  a  proportional  or 
plurality  system  then  became  unimportant  to  this 
model. 

Wo  sharp  cleavages  between  mass  and  elite  was 


determined  by  an  absenoe  of  instances  of  revolution 
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coup  d'etat  or  social  unrast. 

Lade  of  sharply  divisive  issues  within 


mass  required  an  absence  of  social  unrest  based  on 


group  lines. 


Outlets  for 


>tition  was  determined  by  a 


lack  of  issues  within  the  mass  based  upon  deprival  of 
competition  in  the  marketplace.  If  divisive  issues 
existed  within  the  mass  then  the  source  materials  were 
examined  to  see  if  overt  or  covert  mechanisms  existed 
to  prevent  minority  groups  from  competing .  If  competi 
tion  was  attainable  by  any  member  of  the  mass  then  it 
was  classified  as  existent. 

Personal  rewards  and  advantages  was  determined 
by  whether  or  not  the  mass  aspired  to  leadership  within 
the  system  or  whether  there  was  a  social  movement  to 
change  the  government.  Again  scale  was  important. 
Widespread  support  for  an  overthrow  of  the  current 
regime  caused  this  criterion  to  be  classified  non- 
existent. 

Recruitment  and  socialisation  was  the 
availability  within  the  society  of  opportunities  for 
advancement  to  leadership  roles  for  both  mass  and  elite 

Institutionalised  systems  for  con troll 


stimulating  demands  was  determined  by  the  lack  of 


widespread  or  widely  accepted  dissident  organs  of 
communication  Ci.e. ,  radio  stations,  newspapers. 


sloganeering) .  Tha  existence  of  clandestine#  under¬ 
ground  communications  channels  opposed  to  the  incumbent 
elite  and  controlled  by  dissident  members  of  the  society 
(internal)  would  classify  this  criterion  as  non¬ 
existent. 

Methods  for  system  maintenance  and/or 
persistence  was  determined  by  the  ability  of  the 
society  to  quell  dissident  social  unrest.  The  methods 
could  range  from  consensus  to  coercion.  Moral  judgments 
were  not  made  as  to  the  efficacy  of  a  system.  If 
methods  existed  they  were  classified  as  existent. 

The  above  factors  were  then  manually  entered 
into  the  model  and  a  determination  of  national  stability 
was  made  and  entered  into  the  offset  model.  Examples  of 
a  stable  and  an  unstable  government  are  given  below. 

In  1965  Spain  requested  a  coproduction  agree¬ 
ment  on  the  P-5  aircraft.  At  that  time  Spain  was 
controlled  by  the  dictator  Francisco  Franco  and  there 
was  some  repression  of  political  rights.  Yet#  there 
was  no  overt  sign  of  social  unrest.  The  Spanish  had  a 
sense  of  nationalism,  could  be  involved  in  government 
if  they  joined  Franco's  party,  and  held  Fraaoo  in  awe, 
if  not  reveraaoe.  At  the  same  time  Spanish  society  had 
indeterminate  cleavages  within  the  mass  hot  hid  the 


divisive  Irenes  that  surfaced  in  later  years.  The 
fr  *"*sh  '  ..te  nocked  toward  developing  a  middle  class. 


allowed  advancement  within  the  dominant  political  party 
to  real  and  responsible  roles  o£  leadership/  and  had 
strong  controls  over  the  populace  embodied  in  the  Army 
and  the  Guardia  Civil.  They#  also,  had  the  support  of 
the  Catholic  Church  for  the  government  among  the 
traditionally  conservative  hierarchy.  In  terms  of  the 
model  for  national  stability  all  of  the  factors  were 
definitely  existent  with  the  exception  of  no  sharp 
cleavages  between  mass  and  elite  and  lade  of  sharply 
divisive  issues  within  the  mass.  Those  two  factors 
were  indeterminate  rather  than  nonexistent  so  Spain 
was  classified  as  a  stable  country. 

In  1959  Argentina  sought  a  coproduction  agree¬ 
ment  with  the  United  States  to  produce  the  Beech  T-34 
pilot  trainer  aircraft.  Argentina  had  a  definite 
sense  of  nationhood.  Elements  within  the  society 
sought  to  change  the  faces  in  charge  of  government , 
but  not  the  form  of  government.  Citizens  were  involved 
in  government  in  that  they  could  belong  to  various 
political  parties  that  were  out  of  power  or  they  were 
able  to  join  and  support  the  military  controlled 
government.  Avenues  were  available  to  seek  leadership 
roles  and  bright  members  of  the  mass  were  recruited  to 
fill  them.  There  were  outlets  for  competition  and 
development  of  business  was  encouraged.  Personal 
awards  and  advantages  were  available  to  the  mass  even 


though  the  society  tended  to  favor  the  elite.  However, 
there  were  deep  and  divisive  cleavages  between  the  mass 
and  elite  over  economic  conditions  and  how  the 
economy  should  be  controlled.  These  cleavages  pro¬ 
duced  the  aforementioned  elements  that  sought  to  change 
the  faces  in  charge  of  government  and  violence  within 
the  society  was  not  uncommon.  There  was,  also,  an 
ideological  rift  within  the  mass  concerning  the  demands 
of  trade  unions  as  compared  with  the  traditional 
society.  The  military  junta  that  controlled  the 
government  tried  to  quell  dissident  unrest  but  they 
were  effectively  opposed  by  the  trade  unions  and  the 
Peronistas.  Both  clandestine  and  openly  opposed 
communications  in  the  form  of  radio  broadcasts,  news¬ 
papers  and  slogans  attacked  the  policies  and  military 
leaders  of  the  government.  In  terms  of  the  model  for 
national  stability  the  factors  of  no  sharp  cleavages 
between  mass  and  elite,  lack  of  sharply  divisive  issues 


within  the  mass,  institutionalized  systems  for  con- 
trolling/stimulating  demands,  and  methods  for  system 
maintenance  and/or  persistence  were  nonexistent.  The 


remaining  factors  were  existent.  As  a  result,  with 


the  factor  no  sF 


cleavages  between  mass  and  elite 


being  nonexistent,  Argentina,  in  1959,  was  classified 
as  unstable  according  to  the  model  for  national 
stability. 


Testing  the  Data 


The  data  used  in  this  research  were  developed 
from  codevelopoent  and  coproduction  proposals  extracted 
from  library  research  of  dissertations,  master's  theses 
research  reports,  agreements  listed  in  the  Department 
of  State  Bulletin  or  Treaties  and  Other  International 
Agreements  of  the  united  States,  Aviation  Week  and 
Space  Technology  and  the  various  Jane's  publications 
(e.g.,  Jane's  All  The  World's  Aircraft) .  Data  was  also 
obtained  through  interviews  granted  by  Mr.  Mark  Easton, 
Office  of  Security  Assistance  and  Sales,  Department  of 
State  and  Mr.  Frank  Cevasco,  Office  of  International 
Security  Policy,  Department  of  Defense. 

The  data  analyzed  in  this  research  involved  124 
cases  of  offset  proposals  which  involved  191  separate 
country  agreements.  Since  there  was  no  conventional 
way  to  combine  the  data  for  each  country  in  a  case, 
the  decision  was  made  to  treat  each  country  as  a 
separate  case.  Thus  the  analysis  was  conducted  with 
191  cases  as  the  input  data. 

Subprogram  Discriminant  of  the  Statistical 
Package  for  the  Social  Sciences  (SPSS)  was  used  to 
test  the  data.  The  Rao's  V  method  was  employed  for 
a  stepwise  discriminant  analysis.  The  program  was  run 
twice  initially.  The  first  run  eliminated  all  cases 
with  one  or  more  missing  variable  values  (72)  and  used 
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the  remaining  119  cases  In  the  analysis.  The  second 
run  retained  all  191  cases  in  the  analysis.  The 
two  runs  were  compared  to  see  what  impact  eliminating 
those  cases  with  missing  variable  values  had  on  the 
analysis.  Those  comparisons  follow.  Later  the 
analysis  was  run  again  retaining  all  191  cases  but 
suppressing  variable  X16. 

Stepwise  Discrimination  With  Rao's  V 

The  statistics  requested  in  both  analyses 
were  means,  standard  deviations,  pooled  within  groups 
covariance  matrix,  pooled  within  groups  correlation 
matrix  and  the  matrix  of  pairwise  F  ratios.  Only 
those  statistics  that  supplied  data  important  in  the 
results  will  be  further  discussed. 

The  options  requested  were  as  follows: 

1)  A  classification  results  table  indicating 
for  each  group  the  number  of  cases  classified  into 
each  of  the  groups  and  the  percent  correct  classifi¬ 
cations  for  the  known  groups. 

2)  A  printout  of  unstandardized  discriminant 
function  coefficients  and  the  constant  to  be  used  in 
computing  discriminant  scores  from  raw  data. 

3)  A  printout  of  standardized  discriminant 
function  coefficients. 

4)  A  printout  of  the  classification  function 
coefficients  for  use  with  raw  data  in  producing 
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classification  scores. 

5)  A  histogram  plot  of  the  distribution  of 
cases  along  the  discriminant  function. 

Means  and  Standard  Deviations.  An  examination 
of  the  means  and  standard  deviations  of  the  analysis 
excluding  cases  with  missing  values  showed  that 
variables  X03,  Offsets  Support  Government  Policy, 

Xl 4 ,  Able  to  Receive  Technology  and  X15 ,  Able  to  Pay 
had  Standard  Deviations  of  zero  and  means  respectively 
of  -1.0,  1.0  and  1.0.  This  indicated  that  these 
variables  would  not  be  useful  for  discrimination  in 
the  analysis.  When  all  of  the  missing  value  cases 
were  included  in  the  analysis,  however,  the  mean  and 
standard  deviation  of  both  variable  X14  and  variable 
X15  indicated  some  differentiation  in  those  variables 
and  they  entered  into  the  analysis  for  discriminating 
variables.  Variable  X03,  Offsets  Support  Government 
Policy,  maintained  a  mean  of  -1.00  and  a  standard 
deviation  of  zero  and  was  not  to  be  of  use  in  this 
discriminant  analysis.  (See  Tables  IX  and  X.) 

Matrix  of  Pairwise  F  Ratios.  The  design  with 
two  groups  limited  the  outcome  of  the  analysis  to  one 
discriminant  function  resulting  from  stepwise  dis¬ 
criminant  analysis.  Following  each  step  in  the 
analysis  a  matrix  of  pairwise  F  ratios  between  the 
implemented  and  non implemented  groups  was  prepared. 


Table  IX 


Means 


Group 

X  X01 

X02 

X03 

X04 

X05 

X06 

MV 

0.593 

0.148 

-1.000 

0.852 

0.315 

1.000 

A 

0.514 

0.217 

-1.000 

0.898 

0.395 

1.000 

Group 

_I  X07 

X08 

X09 

X10 

Xll 

X13 

MV 

0.981 

0.981 

0.704 

0.056 

0.778 

0.685 

A 

0.930 

0.987 

0.694 

-0.038 

0.631 

0.369 

Group 

X14 

XI 5 

X16 

X17 

MV 

1.000 

1.000 

0.944 

0.519 

A 

0.930 

0.828 

0.924 

0.420 

Group 

II  X01 

X02 

X03 

X04 

X05 

X06 

MV 

-0.091 

0.273 

-1.000 

0.455 

-0.273 

0.273 

A 

0.353 

-0.118 

-1.000 

-0.029 

-0.471 

-0.471 

Group 

II  X07 

X08 

X09 

X10 

Xll 

X13 

MV 

1.000 

1.000 

0.091 

-0.636 

0.818 

1.000 

A 

0.618 

1.000 

0.353 

-0.676 

0.500 

0.706 

Group 

II 

X14 

X15 

X16 

X17 

MV 

1.000 

1.000 

1.000 

0.455 

A 

0.588 

0.500 

1.000 

0.206 

Total 

X01 

X02 

X03 

X04 

X05 

X06 

MV 

0.529 

0.160 

-1.000 

0.815 

0.261 

0.933 

A 

0.508 

0.157 

-1.000 

0.733 

0.241 

0.738 

Total 

X07 

X08 

X09 

X10 

Xll 

X13 

MV 

0.983 

0.983 

0.647 

-0.008 

0.782 

0.714 

A 

0.874 

0.990 

0.634 

-0.152 

0.607 

0.429 

Total 

X14 

X15 

X16 

X17 

X18 

MV 

1.000 

1.000 

0.950 

0.513 

A 

0.869 

0.770 

0.937 

0.382 

NOTE:  MV  ■  Misaing  Values  Excluded  Analysis; 
A  •  Total  cases  Analysis 


Table  X 


Group  I  X01  X02 

X03  X04  X05  X06 

MV  0.809  0.994 

>.000  0.526  0.954  0.000 

A  0.805  0.970 

>.000  0.441  0.911  0.000 

Group  I  X07  X08 

X09  X10  Xll  X13 

MV  0.192  0.192 

>.714  1.003  0.631  0.732 

A  0.280  0.160 

>.722  0.999  0.719  0.929 

Group  I  X14 

X15  X16  X17 

MV  0.000 

>.000  0.330  0.859 

A  0.256 

>.379  0.385  0.878 

Group  II  X01  X02 

X03  X04  X05  X06 

MV  1.044  1.009 

>.000  0.934  1.009  1.009 

A  0.917  0.946 

>.000  1.000  0.896  0.896 

Group  II  X07  X08 

X09  X10  Xll  X13 

MV  0.000  0.000 

L.044  0.809  0.603  0.000 

A  0.493  0.000 

>.950  0.727  0.564  0.719 

Group  II  X14 

X15  X16  X17 

MV  0.000 

>.000  0.000  0.934 

A  0.500 

>.564  0.000  0.641 

Total  X01  X02 

X03  X04  X05  X06 

A  SJ  •  040  V 

«*vvv  w.o/o  u.joj  v«o#y 

Total  X07  X08 

X09  X10  Xll  XI 3 

MV  0.183  0.183  ( 

>.766  1.004  0.627  0.703 

A  0.348  0.145  ( 

>.776  0.986  0.694  0.903 

Total  X14 

X15  X16  XI 7 

MV  0.000  ( 

>.000  0.315  0.862 

* 


MV  ■  Missing  Values  Excluded  Analysis; 
A  -  Total  Cases  Analysis 
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Table  XI  contains  the  f  ratio  for  each  step  showing 
number  of  variables  included  and  degrees  of  freedom. 
The  table  contains  the  F  ratios  for  both  the  analysis 
with  cases  with  missing  values  excluded  and  the  total 
case  analysis.  At  each  step  in  both  analyses  the 
F  ratios  were  signif leant  at  the  .999  level  of  con¬ 
fidence  . 

Summary  of  the  Stepwise  Discrimination.  The 
analysis  of  the  data  where  the  cases  with  missing 
values  were  removed  resulted  in  six  variables  being 
selected  as  significant  discriminators  between 
implemented  and  nonimplemented  cases  (Table  XII) . 

They  were,  in  order  of  selection  Commitment  for 
Development/Production,  Expansion  of  the  Employment 
Base,  Important  to  National  Prestige,  Development  of 
Home  Industry,  Concern  for  the  Impact  of  Balance  of 
Payments  and  GNP  per  capita  larger  than  that  of  a 
Lesser  Developed  Country  (LDC) . 

Although  the  summary  table  shows  a  very 
significant  Willis'  Lambda  this  statistic  is  not 
appropriate  for  use  as  the  data  in  this  research 
were  not  randomly  selected.  The  Rao's  V,  however,  is 
a  useable  and  a  significant  statistic.  With  the  six 
variables  selected  as  discriminators  there  were  sero 
chances  in  10,000  that  the  variables  selected 
occurred  due  to  chance.  The  significance  of  the 
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Table  XI 

F  Ratios  Between  Groups  During 
Stepwise  Discrimination 


Variables 

Included 

Degrees  of 
Freedom 

P  (MV) 

fa 

(X06) 

X06 

1 

(117) 

189 

60.677 

431.54 

(X04) 

X04 

2 

(116) 

188 

32.785 

219.84 

(X02) 

X02 

3 

(115) 

187 

23.057 

150.37 

(X05) 

X10 

4 

(114) 

186 

17.961 

114.25 

(X10) 

X13 

5 

(113) 

185 

15.139 

93.352 

(X13) 

X05 

6 

(112) 

184 

12.842 

78.603 

X07 

7 

(  -  ) 

183 

— 

68.101 

X17 

8 

(  -  ) 

182 

— 

59.864 

X13 

7 

(  -  ) 

183 

68.313 

X16 

8 

(  -  ) 

182 

— 

60.148 

NOTE:  Computation  of  the  analysis  with  missing 

variables  deleted  (MV)  ceased  after  Step  6 
(six  variables  Included) . 
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change  in  v  for  each  of  the  variables  is  also  impres- 
sive  with  the  exception  of  the  variable  GXP  per 
capita  larger  than  that  of  an  LDC.  The  signifioaaoe 
of  the  change  in  V  due  to  that  variable  shows  a 
probability  of  1,454  out  of  10,000  that  the  selection 
may  be  due  to  chance.  When  the  total  case  analysis 
was  run  this  variable  was  first  selected  and  then, 
later,  excluded  from  the  list  of  discriminating 
variables. 

The  canonical  correlation,  which  is  a  measure 
of  association  between  the  single  discriminant  func¬ 
tion  and  the  set  of  variables  which  define  the  group 
memberships  was  0.6384136.  This  factor  indicates 
that  the  discriminating  variables  while  significant 
should,  desirably,  be  more  closely  correlated  for 
reliable  classification  of  potential  cases  for  offsets. 

The  analysis  of  the  data  containing  all  of  the 
cases  resulted  in  eight  variables  being  selected  as 
significant  discriminators  between  the  implemented  and 
non imp lamented  cases  (Table  XII) .  They  were  in  order 
of  selection  Commitment  for  Development/Production , 
Expansion  of  the  Employment  Base,  Important  to 
National  Prestige,  Concern  for  the  Impact  of  Balance 
of  Payments,  Development  of  Borne  Industry,  Willingness 
to  Share  Technology,  Readiness  to  Participate  in  Armed 
Conflict  and  Lack  of  Agreement  in  Relevant  National 


In)  Indicates  variable  removed  from  the  analysis 
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Standards.  GNP  par  capita  larger  than  that  of  an  LDC 
entered  the  computation  at  Step  5  but  was  eliminated 
at  Step  9. 

The  eight  variables  selected  through  the 
Rao's  V  stepwise  method  rendered  a  significance  of 
zero  chances  in  10,000  that  their  selection  was  due 
to  chance.  The  significance  for  the  change  in  V  was 
also  impressive  with  the  variable  Readiness  to 
Participate  in  Armed  Conflict  having  the  largest 
probability  of  being  due  to  chance,  254  in  10,000. 

The  canonical  correlation  was  also  impressive  for 
this  analysis  being  0.8518013. 

The  last  variable  to  enter  the  computations. 
Lack  of  Agreement  in  Relevant  National  Standards,  was 
not  considered  a  useful  discriminating  variable 
because  there  was  lack  of  agreement  between  the  U.S. 
and  all  other  nations  on  various  standards.  The  only 
agreement  on  standards  was  between  European  nations 
working  together  on  codevelopment  and/or  coproduction 
projects.  For  this  reason  this  variable  was  suppressed 
from  entering  the  computation  and  the  final  model 
adopted  had  seven  rather  than  eight  variables.  The 
result  was  that  the  removal  of  variable  X13  became  the 
last  step  in  the  analysis.  Canonical  correlation 
changed  very  slightly  to  0.8504281  and  the  eigen¬ 
value  for  the  discriminant  function  was  2.61308. 


r 
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The  classification  function  coefficients  and 
the  standardized  and  unstandardized  canonical 
discriminant  function  coefficients  are  given  only  for 
the  total  case  analysis  with  X16  suppressed  because  of 
the  significance  of  the  variables  and  the  high 
canonical  correlation.  The  classification  coeffi¬ 
cients  are  in  Table  XIII  and  the  canonical  dis¬ 
criminant  function  coefficients  are  in  Table  XIV. 

Table  XIII 

Classification  Function  Coefficients 


Variable 

Group  1 

Group  2 

X02 

-.5277497 

.5038466 

X04 

.7107391 

-1.021965 

XOS 

-.1209292 

-  .9869396 

X06 

5.295513 

-5.475472 

X07 

6.788976 

8.997007 

X10 

-5.056975 

-1.532275 

XI 7 

.4858823 

1.165894 

(Constant) 

-6.847483 

-5.615881 

Table  XIV 


Canonical  Discriminant  Function  Coefficients 


Variable 

Standardized 

Unstandardized 

X02 

0.23692 

.2454003 

X04 

-0.23862 

-.4121827 

X05 

-0.18715 

-.2060101 

X06 

-0.95890 

-2.562245 

X07 

0.17197 

.5252553 

X10 

-0.23378 

-.2442064 

X17 

0.13611 

.1617640 

Constant 

1.646535 

A  close  analysis  of  both  the  classification 
coefficients  and  the  standardized  canonical  discriminant 
coefficients  shows  that  a  reordering  of  the  intuitive 
expectations  for  both  the  relative  importance  and  role 
in  implementation  or  nonimplementation  of  the  variables 
is  necessary,  of  the  top  ten  variables  that  were 
intuitively  expected  to  affect  implementation  the 
first,  third  and  ninth  ranked  variables,  internal 
stability  of  recipient  country,  offset  agreement 
supports  government  policy  and  formal  alliance  in 


existence  were  not  included  as  significant  discrimina* 


tors  (Table  XV) .  The  failure  of  the  first  and  third 
ranked  variables  to  be  effective  discriminators  was 
particularly  surprising  and  will  be  addressed  further 
in  Chapter  Five.  The  sixth  and  tenth  ranked  variables 
in  the  intuitive  listing,  formal  commitment  for 
development /product ion  and  balance  of  payments  concerns 
were  far  more  important  than  supposed  in  the  actual 
experimental  results.  They  ranked  first  and  fourth, 
respectively. 

The  weight  and  sign  of  some  of  the  classifica¬ 
tion  function  coefficients  varied  from  what  was 
intuitively  expected.  The  top  two  variables,  formal 
commitment  for  development/production  and  both  govern¬ 
ments  seeking  to  expand  employment  base,  were  signifi¬ 
cant  indicators  for  implementation .  The  sign  of  the 
third  ranked  variable,  important  to  national  prestige. 


is  reversed  from  what  was  expected  and  this  variable 
is  an  indicator  for  non imp lamentation.  The  fourth 
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Table  XV 

Variable's  Importance  (Rank)  to  Discrimination 
of  Implemented  or  Non-Implemented  Groupings 


Variable 

Sot  ^  Intuition 

(MV)3 

3 

Total  Cases 

X01 

Recipient  Stability 

1 

X02 

National  Prestige 

2 

3 

3 

X03 

Policy  for  Offsets 

3 

X04 

Employment  Base 

4 

2 

2 

X05 

Industry  Development 

5 

4 

5 

X06 

Development/Production 

Commitment 

7 

1 

1 

X07 

Share  Technology 

8 

6 

X08 

Formal  Alliance 

9 

X09 

Access  or  Basing 

16 

X10 

Balance  of  Payments 
Concerns 

10 

5 

4 

Xll 

Economy  of  Scale 

11 

X12 

Expropriation 

Discarded 

X13 

GNP  >  LDC 

12 

6 

XI 4 

Able  to  Receive 
Technology 

13 

X15 

Able  to  Pay 

14 

X16 

Same  Measurement 
Standards 

15 

XI 7 

Readiness  Impact 

6 

7 

NOTES:  1.  Short  name  used 

on  computer 

run. 

2.  Cases  with  missing  variables 
discarded. 


3.  Total  caees  run  with  variable  X16 
suppressed. 


and  impacts  readiness  to  participate  in  armed  conflict 
are  positive  for  both  groups  but  store  positive  for  non¬ 
implementation  . 

The  standardized  canonical  discriminant  func¬ 
tion  coefficients  represent  the  relative  contribution  of 
their  variables  to  the  discriminant  function.  In 
examining  Table  XIV/  it  is  apparent  that  formal  commit¬ 
ment  for  development/production  is  the  single  best 
discriminator.  It  contributes  44.3  percent  of  the  dis¬ 
criminating  power  to  the  function.  Next  in  order  of 
importance  are  both  governments  seeking  to  expand 
employment  base/  important  to  recipient's  national 
prestige  and  balance  of  payments  concerns.  Each  one 
contributes  approximately  11  percent  of  the  dis¬ 
criminating  power.  The  relative  contribution  of  the 
remaining  variables  are  recipient  country  development 
of  home  industry  -  8.7  percent/  provider  willing  tc 
technology  -  7.9  percent/  and  impacts  readiness  to 
participate  in  armed  conflict  -  6.3  percent. 

Examining  Plots  of  Discriminant  Scores 


An  examination  of  the  plots  of  the  dis¬ 
criminant  scores  for  both  the  analysis  with  cases  with 
missing  values  removed  and  the  total  case  analysis  with 
XI 6  suppressed  shows  that  the  variables  selected  give 
excellent  discrimination  between  the  implemented  and 
nonimplemented  groups.  That  they  would  be  similar 


should  havs  been  anticipated  since  the  two  analyses 
have  five  discriminating  variables  in  common.  Indeed 
the  first  three  variables  entered  into  the  calculations 
are  the  same  in  both  analyses  and  are  entered  in  identi¬ 
cal  order.  Plots  of  the  analyses  are  shown  in  Figures  3 
and  4.  The  canonical  discriminant  functions  evaluated 
at  the  group  centroids  are  given  in  Table  XVI. 

The  classification  results  tables  also  give  an 
excellent  indicator  of  the  power  of  these  discriminating 
variables  (Table  XVII) .  For  the  analysis  with  missing 
values  excluded  150  cases  were  in  Group  1,  the  imple¬ 
mented  group.  The  variables  selected  would  have  pre¬ 
dicted  100  percent  of  those  cases  in  Group  1.  For  that 
same  analysis  29  cases  were  in  Group  2,  the  nonimple- 
mented  group.  Here  the  discrimination  was  not  quite  as 
good.  The  variables  would  have  placed  8  of  the  cases 
(27.6%)  in  Group  1  and  correctly  classified  the 
remainder  (72.4%)  in  Group  2. 

For  the  analysis  with  all  cases  included  157 
cases  were  in  Group  1,  the  implemented  group.  Again, 
the  variables  selected  would  have  predicted  100  percent 
of  those  cases  in  Group  1.  There  were  34  cases  in 
Group  2,  the  nonimplemented  group.  The  variables  would 
have  placed  9  of  the  cases  (26. 5%)  in  Group  1  and  cor¬ 
rectly  classified  25  cases  (73.5%)  in  Group  2.  Overall, 
the  percent  of  grouped  cases  correctly  classified  was 
95.29  percent. 
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Table  XVI 

Canonical  Discriminant  Functions  Evaluated  at 
Group  Centroids 


Group  I  Group  I I 


Function  MV 


-0.26248 


2.57703 


Function  A 


-0.74831 


3.45542 


MOTE:  MV  *  Analysis  With  Missing  Value 
Cases  Removed; 

A  “  Total  Cases  Analysis 


Table  XVII 

Classification  Results 


Actual  Group.  No.  of  Can.  "a-Mranip 


Group  1 

157 

157 

0 

100.0% 

0.0% 

Group  2 

34 

9 

25 

26.5% 

73.5% 

Percent  of  "Grouped"  Cases  Correctly  Classified:  95.29% 


Chapter  Five 


Conclusions  of  the  Analyses 

This  researcher  has  been  most  fortunate  in 
that  the  questions  and  hypothesis  posed  at  the  initia¬ 
tion  of  this  study  have  been  answered  in  the  desired 
manner.  The  questions  that  the  research  attempted  to 
answer  were  two-fold. 

1)  Can  a  mathematical  model  be  developed 
that  would  have  described  the  likelihood 
for  implementation  of  past  offset  pro¬ 
posals  within  national  policy  guidelines? 

2)  Can  the  model  developed  in  1)  be  utilized 
as  a  tool  in  the  evaluation  of  future 
offset  proposals? 

The  first  question  was  answered  affirmatively  in 
Chapter  Four.  Due  to  the  discriminating  power  of 
the  selected  variables,  .0001  probability  of  being 
due  to  chance,  the  answer  to  the  second  question  is 
also  in  the  affirmative  and  the  model  is  available 
for  use.  Its  ultimate  adoption  as  a  tool  will 
depend  upon  the  willingness  of  top  policy  makers  to 

9 

employ  mathematical  models  in  their  decision  making 


process 
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The  single  hypothesis  of  interest  in  this 
research  was  that  political  preferences ,  economic 
factors  and  national  security  considerations  could 
be  combined  into  a  mathematical  model  for  offset 
analysis.  This  hypothesis  has  been  substantiated 
with  a  precision  that  was  not  to  have  been  antici¬ 
pated  when  the  research  began. 

There  is  more  to  research,  however,  than 
drafting  formulae,  testing  those  formulae  and 
publishing  the  results.  In  this  concluding  chapter 
to  the  study  of  offsets  the  difficulties  encountered 
during  the  research  will  first  be  addressed.  Then 
the  significance  of  the  results  will  be  explored. 

Next  will  be  a  generalization  of  the  results  to  other 
applications  where  the  models  developed  may  be  useful. 
Then  suggestions  will  be  addressed  to  further  research 
needs  that  became  evident  during  the  course  of  these 
efforts.  Finally,  we  shall  close  with  a  brief  summary 
statement. 


Difficulties  Encountered 

The  study  of  offsets  in  international  arms 
transfers  was  not  a  consolidated,  well-defined  area 
for  scholarly  research  at  the  initiation  of  this 
project.  Zt  is  only  slightly  better  known  and  defined 
today  and  tends  to  remain  the  province  of  a  few 
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isolated  experts .  A  definition,  which  it  ia  hoped  will 
find  wide  acceptability,  ia  contained  in  Chapter  One. 
Due,  in  part,  to  this  lack  of  conaolidation  or  defini¬ 
tion,  it  waa  necessary  to  research  writings,  reports 
and  studies  in  foreign  military  sales,  grant  aid,  inter¬ 
national  logistics,  technology  transfer,  eras  transfers, 
peace  and  disarmament  research,  the  economic  issue  of 
balance  of  payments,  production/ share  costing,  stability 
and  various  treaties.  Unless,  or  until,  the  study  of 
offsets  in  international  arms  transfers  becomes  more 
consolidated,  prospective  researchers  will  have  to 
continue  to  research  this  broad  subject  area. 

Two  of  these  areas  are  fertile  arenas  for 
research  on  their  own.  Those  are  the  areas  of  stabil¬ 
ity  and  cooperative  international  logistics.  Because 
of  their  scope,  prospective  researchers  would  do  well 
to  limit  research  in  these  two  arenas.  Cooperative 
international  logistics  is  concerned  with  the  total 
follow-on  support  to  the  weapons  acquisition  process. 

It  need  not  be  addressed  if  the  research  does  not 
include  these  support  systems.  The  area  of  stability 
needs  better  definition.  In  the  current  research  it 
required  extensive  study  that  ended  in  the  successful 
development  of  the  Model  for  National  Stability.  But, 
then,  stability  was  not  included  as  a  discriminator  in 
the  Model  for  the  Evaluation  of  offset  Proposals  in 
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International  Anna  Sales.  Follow-up  studies  will  need 
to  be  performed  to  determine  whether  or  not  that  result 
was  peculiar  only  to  this  study  or  whether  stability 
actually  has  no  influence  on  international  arms  trans¬ 
fers.  For  those  researchers  who  are  interested  only  in 
testing,  improving,  or  changing  the  mathematical  model 
developed  here,  research  on  stability  will  not  be 
necessary. 

Researcher  assumptions  affect  the  approach  to 
any  study  and,  when  erroneous,  contribute  directly  to 
the  length  and  the  cost  of  the  research.  This  research 
suffered  from  two  assumptions  that  were  unfounded.  The 
first  was  that  the  data  would  neatly  fit  a  regression 
model  formulation  of  an  analysis  of  covariance.  However 
there  were  no  results  that  could  be  varied  by  treat¬ 
ments.  There  were  only  results  and  no  variables  with 
either  a  causative  or  an  affective  role  had  been  identi¬ 
fied.  The  second  unfounded  assumption  was  that  a  model 
or  scale  for  determining  national  stability  existed  and 
could  be  neatly  adapted  to  this  research.  The  resolu¬ 
tion  of  that  assumption  involved  an  entirely  new  avenue 
of  study  to  develop  the  Model  for  National  Stability 
that  is  used  in  this  research.  From  that  point  on  it 
is  hoped  that  this  work  reflects  no  assumptions  made 
without  a  thorough  check  of  their  foundations. 

The  final  difficulty  encountered  was  getting 


the  research  run  on  a  computer  and  ensuring  the  proper 
format  of  output  needed.  Various  approaches  have  been 
used  in  the  past  with  varying  degrees  of  success.  But 
there  is  no  substitute  for  intimate  knowledge  of  the 
computer  program  and  personal  access  to  that  program 
for  data  manipulation.  Writing  and  debugging  a  control 
file  broadens  the  researcher's  awareness  of  the  degree 
of  legitimate  data  manipulation  that  is  available.  Had 
it  not  been  for  that,  this  analysis  would  have  stopped 
short  of  the  final  run  that  was  performed  and  which 
rendered  a  more  parsimonious  model. 

Significance  of  the  Results 

Initially  this  research  proposed  17  variables 
that  might  conceivably  have  a  relationship  to  the 
implementation  or  nonimplementation  of  offset  pro¬ 
posals.  One  variable,  expropriation ,  was  eliminated 
from  the  study  at  the  beginning.  This  was  because 
sponsorship  of  the  venture  by  government  at  the 
Department  of  Defense/Ministry  of  Defense  level  is 
necessary  so  that  expropriation  would  be  of  a  home 
industry.  Another  variable,  offset  agreement  supports 
both  governments'  policy,  was  eliminated  early  in  the 


analysis  because  the  official  policy  of  the  United 
States  during  the  entire  period  included  in  the  study 
was  to  not  support  offset  agreements.  The  cases  in 
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this  study  developed  in  spite  of  the  officially 
stated  policy. 

One  variable  that  intuitively  looked  like  a 
good  discriminator ,  lack  of  agreement  on  relevant 
national  standards#  was  initially  included  in  the  dis¬ 
criminant  function.  However,  the  researcher  Chose  to 
suppress  that  variable  from  the  discriminant  function 
after  revisiting  the  raw  data.  In  every  case  there 
was  lack  of  agreement  on  national  standards  between 
the  United  States  and  any  other  country  in  the  world. 

All  of  the  cases  of  agreement  were  between  other  coun¬ 
tries  when  the  offset  proposal  was  to  share  the  tech¬ 
nology  of  some  other  European  nation.  Even  those 
nations  that  shared  the  foot/inch  standard  had  different 
standards  for  liquid  measures,  sheet  metal,  threads,  etc. 

One  variable  that  was  initially  included  in 
the  discriminant  function  and  then  excluded  was  the 
pure  economic  variable  of  GHP  per  capita  greater  than 
a  Leaser  Developed  Country  (LDC) .  It  became  evident 
in  compiling  the  data  that,  if  the  political  gains  were 
compelling  enough,  this  economic  indicator  was  quickly 
ignored.  Examples  in  the  research  were  Japan,  Italy, 
Korea  and  Taiwan  while  each  was  listed  as  a  developing 
country. 

The  variable  that  intuition  would  have  chosen 
as  the  key  discriminator  and'  for  which  the  Model  for 


analysis.  Had  no  limitations  bean  placed  on  inclusion 
of  the  variables  into  the  discriminant  function  so 


that  all  of  the  variables  were  eventually  included, 
internal  stability  of  the  recipient  nation  would  have 
been  the  last  variable  included.  It  may  be  that  the 
dynamic  nature  of  stability  as  developed  in  the 
stability  model  made  it  too  changeable  for  use  as  a 
discriminator  in  this  mathematical  offset  model.  How¬ 
ever,  in  other  areas  of  concern  the  Model  for  National 
Stability  will  make  it  easier  for  policy  makers  to 
evaluate  the  potential  for  political  change  in  nations 
with  which  we  have  diplomatic  relations. 

Inspection  of  the  variable,  formal  alliance 
in  existence,  revealed  that  the  United  States  generally 
does  not  carry  out  arms  transfer  transactions  with 
nations  with  which  it  does  not  have  security  treaties. 
The  lone  exception  in  the  entire  research  was  an  F-5 
coproduction  agreement  with  Switzerland.  Therefore,  it 
did  not  become  a  discriminator. 

The  variable,  overflight/access  rights,  may 
have  been  subsidiary  to  formal  alliances  in  existence, 
for  it  was  not  important  to  the  analysis.  Ms  do  not 
have  basing/overflight  rights  with  some  of  our  long¬ 
time  allies  and  in  retrospect  that  would  seem  to  be  one 
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specification  of  a  mutual  defense  or  mutual  security 
treaty. 

The  variable,  economies  of  scale,  was  an 
impelling  factor  to  seek  an  offset  agreement  for  both 
those  cases  that  were  implemented  and  those  that  were 
not.  It  was  too  common  to  both  cases,  in  retrospect, 
to  be  useful  as  a  tool  for  discrimination. 

Two  variables  that  were  not  included  in  this 
discriminant  function  may  become  more  useful  given 
changed  circumstances  and  future  researchers  may  wish 
to  reopen  the  question.  They  were  ability  of  the 
recipient  nation  to  share  in  the  technology  and 
ability  of  the  recipient  nation  to  meet  financial 
obligations  under  the  agreement.  The  rationale  for 
looking  at  these  variables  again  in  the  future  is  due 
to  a  question  of  the  adequacy  of  documenting  those 
offset  proposals  that  are  rejected  early  in  the 
process.  This  research  used  the  universe  of  known 
nonimplemented  offset  proposals.  But  according  to 
Mr.  Mark  Easton  of  the  Department  of  State  there  is  no 
way  of  knowing  how  many  potential  proposals  are  cut 
short  by  the  influence  of  personnel  in  the  MAAGs.1 

^Statement  by  Mr.  Mark  Easton,  Office  of 
Security  Assistance  and  Sales,  Department  of  State, 
personal  interview,  Washington,  D.C.,  October  13, 

1981. 
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Turning  to  those  variables  that  are  in  the 
discriminant  function,  it  may  be  useful  to  revisit  the 
hypothesis  and  see  how  well  the  selected  variables  are 
suited  to  it.  The  hypothesis  was  that  political 
preferences,  economic  factors,  and  national  security 
considerations  could  be  combined  into  a  mathematical 
model  for  offset  analysis.  Looking  at  the  included 
variables  there  is  one  that  is  a  purely  political 
factor,  import  amt  to  national  prestige;  one  that  is  a 
purely  economic  factor,  concern  for  the  impact  of 
balance  of  payments?  and  one  that  is  a  purely 
national  security  factor,  impacts  readiness  to 
participate  in  armed  conflict.  There  are  three 
factors  that  are  confounded  political  and  economic 
factors;  both  governments  seeking  to  expand  the 
employment  base,  recipient  nation  seeking  to  develop 
a  home  industry,  and  both  governments  have  made  a 
formal  commitment  for  development/production. 

Finally,  there  is  one  variable  that  is  a  triply  con¬ 
founded  political,  economic  and  national  security 
factor,  providing  country  is  willing  to  share  tech¬ 
nology.  The  selected  variables  then  are  well  suited 
to  the  proposition  contained  in  the  hypothesis. 
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Generalization  of  the  Results 

Given  that  the  hypothesis  is  satisfied  by  the 
selected  variables ,  of  what  use  is  the  research? 

First#  the  Model  for  the  Evaluation  of  Offset  Pro¬ 
posals  can  be  used  to  evaluate  offset  proposals 
received  from  other  nations  to  determine  the  likeli¬ 
hood  of  implementation  or  nonimpleaentation  of  the 
particular  proposal.  Secondly,  the  Model  for 
National  Stability  has  the  potential  for  widespread 
usage  in  quickly  evaluating  the  political  stability 
of  nations  seeking  business,  commercial  as  well  as 
governmental,  with  the  United  States. 

The  Model  for  the  Evaluation  of  Offset 
Proposals  can  be  used  in  its  present  form  with  some 
modifications  or  it  can  be  altered  for  long-term 
efficiency  in  use.  See  Appendix  K  for  a  modified 
control  program. 

The  Model  for  National  Stability  is  a  simple, 
manual  model  and  can  be  used  in  its  present  form 
without  modification.  It  will  give  as  accurate  an 
indication  as  the  data  put  into  it  permits.  If  the 
input  is  distorted,  so  will  be  the  output.  But  the 
mo&el  provides  a  guideline  where  none  existed  before. 
It  is  an  initial  stepping  stone  where  questions  of 
national  stability  are  important. 
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One  laet  point  of  Interest  needs  to  be  men¬ 
tioned  .  During  the  research ,  cases  of  general  offset 
agreements  were  noted  and  listed.  None  of  them  had 
a  specific  weapon  system  for  development  or  production 
and  generally  no  tangible  results  could  be  ascertained. 
All  of  these  cases  were  listed  as  nonimplemented. 

They  were  discussed  with  Mr.  Frank  Cevasco  of  the 
Department  of  Defense  during  an  interview  and  he 
defended  them  as  being  invaluable  in  the  offset  pro¬ 
posal  process.  According  to  Mr.  Cevasco  these  general 
agreements  help  to  ferret  out  generalized  Objections 
to  participation  in  an  offset  agreement  with  the 
particular  country  before  specific  proposals  are 
sought.  Thus ,  potentially  embarassing  objections 

which  might  damage  the  credibility  of  the  Department 

2 

of  Defense  or  of  the  nation  are  avoided. 

Suggestions  For  Further  Research 

In  the  section  of  this  chapter  entitled 
"Difficulties  Encountered"  the  general  lack  of  con¬ 
solidation  in  this  area  of  interest  was  mentioned. 

That  lack  of  consolidation  necessitated  reading  and 
research  in  a  broad  area  of  subjects.  As  the 

Statement  by  Mr.  Frank  Cevasco,  Office  of 
International  Security  Policy,  Department  of  Defense, 
personal  interview,  Washington,  D.C.,  October  13, 

1981. 


gestalt  encompassing  offsets  In  international  arms 
transfers  formed,  suggested  areas  for  further  research 
began  to  emerge. 

The  initial  intent  of  this  research  had  been 
to  devise  a  normative  predictive  model  for  the 
implementation  or  non implementation  of  offset  pro¬ 
posals  in  international  arms  transfers.  The  state  of 
knowledge  in  the  subject  area  at  the  time  made  that 
goal  unrealistic  and  it  was  changed  to  developing  a 
descriptive  model.  Now  that  a  descriptive  model  has 
been  developed,  the  possibility  of  developing  a 
normative,  predictive  model  is  not  so  unrealistic. 
Future  researchers  may  wish  to  use  this  research  as  a 
departure  point  for  developing  a  normative  model. 

Much  of  the  information  gleaned  from  past  off¬ 
set  programs  came  from  individual  case  studies.  It 
became  evident  that  a  growing  body  of  literature  was 
describing  the  problems  encountered  and  solved  in  the 
micro-management  of  individual  programs.  That  same 
body  of  literature  also  criticized  the  lack  of  macro¬ 
management  policy  for  offset  proposals  in  international 
arms  transfers.  This  current  research  explored  one 
small  element  of  that  problem,  but  the  coordination 

3 

In  Gestalt  Psychology  "pragnanz"  is  the  pro¬ 
cess  of  organizing  perceptions  into  meaningful  wholes 
and  the  "gestalt"  is  the  result  or  meaningful  whole. 
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requirements  between  the  various  government  agencies 
and  contractors  involved  in  offsets  is  still  a  very 
fertile  field  for  research. 

The  effort  in  this  research  to  develop  the 
Model  for  National  Stability  was  a  fruitful  attempt 
at  modeling  that  produced  useful,  though  somewhat 
subjective,  results.  The  whole  guestion  of  national 
stability  and  how  it  can  be  described  and  quantified 
is  still  a  verdant  area  for  further  research. 

Cooperative  logistics  was  mentioned  in  dis- 
cussing  the  literature  search  as  a  major  area  for 
research  that  was  related  to  but  distinct  from  offset 
proposals  in  international  arms  transfers.  Once  a 
weapon  system  is  built  it  has  to  be  maintained  and 
that  is  the  arena  of  logistics.  When  it  has  to  be 
maintained  for  several  countries  with  differing 
national  standards,  the  same  problems  must  be  solved 
as  were  solved  for  codevelopment  or  coproduction. 

Lastly,  is  an  area  where  the  entire  knowledge 
base  is  still  speculative:  inpacts  of  technology 
transfer  on  national  security  concerns.  Little 
experience  in  this  area  was  evident  during  this 
research.  Any  aspect  of  the  impacts  of  technology 
transfer  on  business  and/or  government  would  be  a 
worthwhile  subject  for  further  research,  whether  or 
not  it  dealt  with  national  security  impacts. 
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Summary 

This  research  was  Important  to  a  better  under¬ 
standing  of  the  offset  process  and  to  why  some 
codevelopment  or  coproduction  proposals  are  Imple¬ 
mented  and  why  some  are  not.  A  number  of  Important 
contributions  have  been  provided  by  the  study.  First 
of  all.  It  provides  in  one  place  a  useful  tracing  of 
the  evolution  of  the  offset  process.  Secondly,  the 
study  provides  a  global  look  at  the  various  govern¬ 
mental  departments  that  have  responsibilities  for 
portions  of  the  offset  proposal  process.  Thirdly,  it 
resulted  in  an  operations  research  technique  that  can 
aid  policy  decision  makers  in  cutting  the  long  lead 
times  and  heavy  investments  of  resources  normally 
associated  with  an  offset  project.  Fourth,  it 
resulted  in  a  new  method  for  evaluating  national 
stability  that  can  reduce  the  decision  makers 
area  of  unknown  variability.  Fifth,  it  helped 
objectively  uncover  same  important  factors  in  why 
countries  cooperate.  Lastly,  it  highlighted  some 
critical  areas  where  further  research  would  be 


fruitful 
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Appendix  A 


O.N.  Least  Developed  Countries 
(by  year  of  inclusion) 


1971 

Afghanistan 

Lao  PDR 

Sikkim 

Benin 

Lesotho 

Somalia 

Bhutan 

Malawi 

Sudan 

Botswana 

Maldives 

Uganda 

Burundi 

Mali 

United  Republic  of 

Tanzania 

Chad 

Nepal 

Upper  Volta 

Ethiopia 

Niger 

Samoa 

Guinea 

Nwanda 

Yemen  Arab  Republic 

Haiti 

(Note:  FDR 

abbreviation  for 

People's  Democratic 

Republic) 


1975 

Bangladesh  Democratic  Yemen 

Central  African  Republic  Gambia 


1977 

Cape  Verde  and  the  Comoros 


Source :  UNCTAD  Handbook  of  International  Trade  and 

Development  Statistics*  197$. 


Appendix  B 


1974 

Algeria 

Angola 

Bahrain 

Brunei 

Ecuador 

Gabon 


Source: 


U.N.  Major  Petroleum  Exporters 


Indonesia 

Iran 

Iraq 

Kuwait 

Libyan  Arab 
Jamahiriya 
Nigeria 


Oman 
Quatar 
Saudi  Arabia 
Trinidad  and 
Tobago 
United  Arab 
Emirates 
Venezuela 


UNCTAD  Handbook  of  International  Trade  and 
Development  Statistics,  1 379. 


Appendix  C 


Developed  Countries  List 
Based  Upon  GNP  per  Capita  of  $1,000  or  more 
(International  Bank  for  Reconstruction  and  Developsmnt) 

19501 

Industrialized  Countries 


Australia 

Canada 

Denmark 

Luxembourg  - 

Netherlands  Antilles 

New  Zealand 

Norway 

Sweden 

Switzerland 

United  Kingdom 

U.S.A. 


Oil  Exporting  Countries 
Kuwait 

19  S51  (Added) 

Industrialized  Countries 

Belgium 

Finland 

France 

Federal  Republic  of  Germany 
Iceland 

I9601  (Added) 

Industrialized  Countries 
Netherlands 


Appendix  c  (Continued) 
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Appendix  C  (Continued) 

1976®  (Added) 


Oil  Exporting  Countries 


South  Africa8 


Oil  Exporting  Countries  (Added) 

Iran 

Iraq 

Centrally  Planned  Economies 
Romania 


Notea : 

1.  International  Bank  of  Reconstruction  and 
Development,  World  Tables  (Washington,  D.C.t  World 
Bank,  1971) . 

2.  Netherlands  Antilles  included  with 
Netherlands  after  parent  country  reached  criteria 
for  inclusion  in  1960. 

3.  Puerto  Rico  included  in  data  for  USA  in 

1970. 

4.  International  Bank  of  Reconstruction  and 
Development,  World  Tables  (Baltimore,  Hd.t  The 
Johns  Hopkins  university  Press,  1976) . 


Appendix  C  (Continued) 


5.  Israel  deleted  from  list  of  Industrialized 
Countries  after  qualification  broadened  beyond  GNP 
per  capita  to  include  increased  levels  of  other 
industry  in  addition  to  manufacturing . 

6.  International  Bank  of  Reconstruction  and 
Development ,  Worl d  Development  Report  (Washington, 
D.C. :  World  Bank,  197§) . 


7.  International  Bank  of  Reconstruction  and 


Development,  world  Tables ,  the  second  edition 
(Baltimore,  m37S  The  Johns  Hopkins  University 


Appendix  D 


Countries  With  Code velopment/Coproduct ion 
Agreements  With  the  United  States  That 
Have  Permitted  Baaing  Rights 


Country  Implementing  Agreement/Year 

Current 


Belgium 

Federal  Republic 
of  Germany 
Greece 
Italy 

Netherlands 

Spain 

Turkey 

United  kingdom 

Australia 

Japan* 

Korea 

Canada 

Philippines 

Portugal 


NATO,  1951 

NATO,  1954 
NATO,  1951 
NATO,  1951 
NATO,  1951 

Bilateral  Agreement,  1954 
NATO,  1951 

Bilateral  Agreement,  1940 
ANZUS  Treaty,  1951 
Mutual  Defense  Assistance 
Agreement,  1954 
Bilateral  Agreement,  1953 
Bilateral  Agreements,  1940 
Bilateral  Agreement,  1947  &  1979 
Bilateral  Agreement  (Azores 
Only),  1951 


Terminated  Prior  Agreements 


France  (1966)  Bilateral  Agreement,  1952 

Iran  (1979)  Bilateral  Agreement,  1950 

Taiwan  (ROC)  (1979)  Bilateral  Security  Agreement,  1956 


*Note:  Prior  basing  and  overflight  rights  authorized 
by  World  War  II  Instruments  of  Surrender. 


Sources :  Stockholm  International  Peace  Research 

Institute,  World  Armaments  and  Disarmament t 
SIPRI  Yearbook  1972  (New  York:  Humanities 
frees,  isfS) ,  pp.  i50-7. 

U.S.  Department  of  State,  Treaty  Affairs 
Staff,  Office  of  the  Legal  Advisor,  Treaties 
in  Force,  Department  of  State  Publication 
9136.  Washington ,  D.C. ,  U.S.  Government 
Printing  Office,  1980. 


Appendix  E 


Codevelopment/Coproduction  Proposals 

(Countries  by  Years  In  Which  at  Least  One 
Proposal  Was  Received  or  Rendered) 


Covin  try 

Years 

1.  Argentina 

1959,  1965,  1970 

2.  Australia 

1960 

3.  Belgium 

1958,  1959,  1960,  1963,  1968, 
1975,  1977 

4.  Canada 

1954,  1959,  1960,  1962,  1964-66 
1969 

5.  Denmark 

1960,  1962,  1968,  1975,  1977 

6.  France 

1958-60,  1963,  1965,  1968,  1975 
1978 

7.  Germany,  Federal 

1958-60,  1963,  1965,  1968, 

Republic 

1971-73,  1975,  1977-78 

8.  Greece 

1968 

9.  India 

1960 

10.  Iran 

1970 

11.  Italy 

1952,  1955,  1959-60,  1963-65, 
1968-69,  1973-74,  1977-78 

12 .  Japan 

1953,  1955-56,  1958-60,  1967, 
1969,  1977-78 

13.  Korea 

1971-73 

14.  Netherlands 

1958-60,  1966-68,  1975,  1977 

15.  Norway 

1960,  1962,  1964,  1966,  1968, 

1975,  1977-78 

16 .  Philippines 

1974 

17.  Portugal 

1960,  1968 

18.  Spain 

1964-65 

19 .  Switzerland 

1975 

20.  Taiwan 

1966-67,  1969,  1972-73 

21.  Turkey 

1960,  1962,  1968,  1972 

22.  United  Kingdom 

1956,  1959-60,  1962,  1965-66, 
1969,  1975,  1978 

240 


Appendix  F 


(Years 


Year 

1952 

1953 

1954 

1955 

1956 

1958 

1959 

1960 


1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

1973 

1974 

1975 

1977 

1978 


Codevelopment/Coproduction  Proposals 
Cross-Reference  List 

in  Which  at  Least  One  Proposal  Was  Received 
or  Rendered  by  Countries) 


Countries 

Italy 1 
Japan 
Canada 
Italy,  Japan 
Japan,  U.K. 

Belgium,  France,  FRG,  Japan,  Netherlands 
Argentina,  Belgium,  France,  FRG,  Italy, 
Japan,  Netherlands,  U.K. 

Australia,  Belgium,  Canada,  Denmark,  France, 
FRG,  India,  Italy,  Japan,  Netherlands, 
Norway,  Portugal,  Turkey,  U.K. 

Canada,  Denmark,  Norway,  Turkey,  U.K. 
Belgium,  France,  FRG,  Italy 
Canada,  Italy,  Norway,  Spain 
Argentina,  Canada,  France,  FRG,  Italy,  Spain 
U.K. 

Canada,  Netherlands,  Norway,  Taiwan,  U.K. 
Japan,  Netherlands,  Taiwan 

Belgium,  Denmark,  France,  FRG,  Greece,  Italy 
Netherlands,  Norway,  Portugal,  Turkey 
Canada,  Italy,  Japan,  Taiwan,  U.K. 

•Argentina ,  Iran 
FRG,  Korea 

FRG,  Korea,  Taiwan,  Turkey 
FRG,  Italy,  Korea,  Taiwan 
Italy,  Philippines 

Belgium,  Denmark,  France,  FRG,  Netherlands, 
Norway,  Switserland,  U.K. 

Belgium,  Denmark,  FRG,  Italy,  Japan, 
Netherlands,  Norway 

France,  FRG,  Italy,  Japan,  Norway,  U.K. 


Note:  FRG  -  Federal  Republic  of  Germany; 
UK  »  United  Kingdom 


Appendix  6 


Index  of  Revolution,  Coup  d'Et&t  or 
Social  Unrest  by  Country  with  Offset 
Agreement — Alphabetical 
In  Chronological  Order 


1*  Argentina 

1951  -  Violence  attending  closure  of  La  Prensa 

-  Unsuccessful  coup  against  Peron 
1953  -  Rioting  to  support  Peron  government 

1955  -  Unsuccessful  naval  revolt 

-  Peron  overthrown  by  military  revolt 

-  Bloodless  coup  by  military  general 

1956  -  Abortive  Peronista  Uprising 

1958  -  Sporadic  Peronista  disorders 

1960  -  Abortive  Peronista  insurrection 

-  Abortive  revolt  by  nationalist  officers 

1962  -  Bloodless  coup  deposing  Prondizi 

-  Mutinies  over  army  control 

1963  -  Unsuccessful  revolt  by  anti-Peron  generals 

1964  -  Disorders  before  Peron  return  attempt 
1971  -  Peronista  terrorism 

1973-75  -  General  lawlessness  and  right-wing 
terrorism 

1976  -  Military  coup 


2.  Australia 

1978  -  Aborigines  land  rights  bombings 


3.  Belgium 

1950  -  Riots  and  strikes 
1960  -  Austerity  strikes 

1968-70  -  Cultural  language  conflicts  between 
Flemish  and  Walloons 

1978  -  Flemish-Walloon  linguistic  tensions 


4.  Canada 

1967  -  Revolution  in  Quebec  (Ongoing  to  1977) 
1976  -  Free  Quebec  terrorism 
1978  -  Quebec  separatist  movement 
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Appendix  G  (Continued) 


5.  Denmark  -  Hone  listed 


6.  France 

1952  -  Paris  Riots 
1968  -  French  Student  Revolution 
1971  -  Breton  separatists  bombings 
1974  -  Political  extremism  and  labor  and  racial 
tensions  among  Algerians 
1975-76  -  Corsican  separatists  bombings 
1978  -  Breton  and  Corsican  separatists  bombings 


7.  Germany,  Federal  Republic 

1968  -  Widespread  student  demonstrations 
1974  -  Labor  and  racial  tensions  among  Turkish 
workers 


8.  Greece 

1967  -  Military  coup  topples  monarchy 

1973  -  Military  coup  establishes  dictatorship 

1974  -  Dictatorship  returns  government  to 

civilian  control  following  Cyprus  debacle 


9.  India 

1950  -  Communal  rioting 

1951  -  Food  riots 
1955  -  Naga  rebellion 

-  Invasion  of  Goa 

-  Communist  riots 

1958  -  Kerala  uprisings 

1959  -  Long ju-Ladakh  incidents  with  China 

-  Food  riots 

1960  -  Language  riot 

1961  -  Communal  riots 

-  invasion  and  liberation  of  Goa 

1962  -  Himalayan  Border  crisis  with  China 
1964  -  Communal  riots 

1971  -  communist  terrorism  and  assassinations 
(localised) 

1975  -  Communal  violence 
1978  -  Communal  disturbances 
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10.  Iran 

1951  -  Riots  in  conjunction  with  oil  industry 
national i zat ion 

1953  -  Royalist  revolt  and  coup 
1963  -  Riots  against  reform  program 
1971  -  Urban  guerilla  terrorism  and 
assassinations 

1973-76  -  Increasing  urban  terrorism  by 
Moslim  militants 

1978  -  Widespread  uprisings 

1979  -  Shah  into  exile 


11.  Italy 

1950  -  Strikes  and  demonstrations 
1953  -  Border  conflict  with  Yugoslavia 
1971  -  Labor  strikes  and  riots  (localized) 
1974  -  Right  wing  violence  and  resurgence 
of  fascist  groups 

1975-78  -  Widespread  political  violence 

culminating  in  Moro  kidnapping  and 
killing 


12.  Japan 

1952  -  Uprising 

1960  -  Antigovemment  riots  in  protest  against 
military  pacts  with  U.S. 

1978  -  Protests  over  opening  of  new  Tokyo 
Airport 


13.  Korea 

1950  -  War  between  Worth  and  South  Korea 

1960  -  Riots  following  re-election  of  Rhee 

1961  -  Military  coup 

1973  -  Widespread  political  demonstrations 
1978  -  Student  demonstrations 


14.  Netherlands 


1975-78  -  South  Moluccan  terrorist  incidents 
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15.  Norway  -  None  listed 


16.  Philippines 

1970  -  Antigovenunent  demonstrations  and 
general  strike 

1971-78  -  Moro  Muslim  insurgency 
1978  -  Communist  uprisings 


17.  Portugal 

1961  -  Santa  Maria  incident 
-  Angola  revolt 

1962  -  Abortive  military  revolt 

1973  -  Revolutionary  terrorism 

1974  -  Military  coup 

1975  -  Abortive  communist  coup 


18.  Spain 

1955  -  Strikes 

1957  -  Morocco  attack  on  Spanish  Sahara  (IFNI) 
1966-68  -  Strikes,  student  unrest  and  police 
repression 

1971  -  Repression  of  Basque  nationalism 

1973  -  Basque  and  Catalan  terrorism 

1974  -  Widespread  labor  disorders 
1978  -  Political  violence  and  Basque 

terrorism 


19.  Switzerland  -  None  listed 


20.  Taiwan 


1954  -  Quemoy-Matsu-Tachen  Islands-Nanchi 
shelling 

1957  -  Anti-American  riots  in  Tai  Peh 

1958  -  Quemoy  crisis 
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21.  Turkey 

1960  -  Civil  disorders  and  military  coup 
1960-64  -  Revolution 
1971  -  Student  riots  and  political 
kidnappings 

1972-74  -  Martial  lav  to  suppress  revolution 
1975-78  -  Bloody  student  uprisings; 
terrorism  widespread 


22.  United  Kingdom 

1957  -  IRA  terrorist  campaign 
1969  -  Riots  in  Northern  Ireland 
1971  -  Welsh  nationalist  violence  (localized) 
1971-76  -  Violence  in  Northern  Ireland 
1978  -  IRA  bombing  campaigns  in  England  and 
Northern  Ireland 


23.  United  States 

1954-1971  -  Black  revolution 
1962-1971  -  Revolution  of  the  New  Left 
1962-1971  -  Student  rebellions 
1964-7  -  Women' 8  Liberation  Movement 

1 

i  Sources:  Robert  Blackey,  Modern  Revolutions  and 

Revolutionists:  A  Bibliography  t Santa 
Barbara ,  dA:  dlio  Books,  1976],  pp.  xv-xiv. 

Gerry  M.  Smith ,  Flashpoints:  A  Bibliography 
on  Political  Conflicts  Throughout  the  World. 
Hartlepool,  Cleveland,  uDCT  Headland  Press , 
1979. 

R.  P.  Richardson,  Jr.,  et  al..  An  Analysis  of 
Recent  Conflicts.  Center  for  Naval  Analysis 
Research  Contribution  No.  144  [Rochester,  N.Y.: 
Institute  for  Naval  Analysis,  1966],  pp.  B-293- 
B-304. 

Brian  Crosier,  ed. ,  Annual  of  Power  and  Coo- 
fllct.  London:  Institute  ror  the  study  of 
j  CSh'flict,  1971-1979. 


33  No  defense  or  mutual  security  treaties 

37  France  provider;  Implemented  unilaterally  by  France 

38  French  design;  Implemented  by  European  consortium 
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Appendix  J 


SPSS  Control  File  Program 


pagesize  33 

run  name  Offsets  in  International  Arms  Transfers 

file  name  offsethb.SPSS 

variable  list  xOl  to  xll,  xl3  to  xl8 
input  medium  disk 
n  of  cases  191 

input  format  fixed  (F3.0,  16  (x,F2.0) 
missing  values  all  (0) 

var  labels  xOl,  Recipient  Stability/ 
x02,  National  Prestige/ 
x03,  Policy  for  Offsets/ 
x04,  Employment  Base/ 
x05,  Industry  Development/ 
x06 ,  Development-Production  Commitment/ 
xO  7 ,  Share  Technology/ 
x08 ,  Formal  Alliance/ 
x09,  Access  or  Basing/ 
xlO,  Balance  of  Payments  Concerns/ 
xll.  Economy  of  Scale/ 
xl3,  GNP  >  LDC/ 

xl4.  Able  to  Receive  Technology/ 

xl5.  Able  to  Pay/ 

xl6,  Same  Measurement  Standards/ 

xl7.  Readiness  Impact/ 

xl8.  Implemented 

value  labels  xOl  to  x  17  Cl)  yes  CO)  unknown  C-l)  no 
task  name  Discriminant  Analysis  of  Offset  Cases 

read  input  data 

discriminant  groups  ■  xl8  (1,2)/ 

variables  ■  xOl,  x02,  x03,  x04,  x05, 
x06 ,  x07 ,  x08 ,  x09 ,  xlO ,  xll,  xl3, 
xl4,  xl5,  xl6,  xl7/ 
method  *  rao 

options  5,  7,  9,  11,  12 

statistics  1,  2,  3.  4,  5 

finish 


Notes:  a)  The  nonimplemented  cases  in  xl8  were 

changed  from  -1  to  2  to  accommodate  SPSS  program 
limits . 
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b)  This  program  eliminates  those  cases  with 
missing  values.  To  analyze  all  cases  option  1  was 
substituted  for  option  9  and  the  program  was  rerun. 

c)  In  the  final  run  xl6  was  suppressed.  Under 
analysis  xl6  was  changed  to  level  0  and  other 
variables  were  held  at  level  1. 

d)  Control  words  are  small  case  because  program 
was  run  on  system  with  PL1  data  base. 


/ 

At* : 


MICROCOPY  RESOLUTION  TEST  CHART 
NATIONAL  BUREAU  Of  STANOAROS-196S-A 


jfy  •  «►- 


Appendix  X 

SPSS  Control  711a  Pro gram 
Modified  for  Classification  Only 


run  nans 
file  nans 
variable  list 
input  medium 
n  of  cases 
input  format 
missing  values 
var  labels 


value  labels 
task  name 
read  input  data 
discriminant 


options 

finish 


Offsets  in  International  Arms  Transfers 

offsethb.SPSS 

xOl  to  xOS 

disk 

191 

fixed  (3x,7(x,72.0) ) 
all  (0) 

xOl,  National  Prestige/ 

x02 ,  Employment  Base/ 

x03,  Industry  Development/ 

x04,  Development -Production  Commitment/ 

xOS,  Share  Technology/ 

x06 ,  Balance  of  Payments  Concerns/ 

x07,  Beadiness  Impact/ 

xOS,  Implemented 

xOl  to  x07  (1)  yes  (0)  unknown  (-1)  no 
Discriminant  Analysis  of  Offset  Cases 

groups  *  x08  (1,2)/ 
variables  ■  xOl  to  x07/ 
analysis  •  xOl  to  x07/ 
method  •  direct 
1,  5,  6 


Notes:  a)  Data  file  must  be  modified  to  use  this 

program.  Variables  xOl,  x03,  x08,  x09,  xll, 
xl3,  xl4 ,  xl5  and  xl6  must  be  deleted  from 
'  the  data  file  and  variables  x02,  x04 ,  x05 , 
x06 ,  x07,  xlO,  xl7  and  xl8  must  be  relabeled 
in  order  xOl  to  x08. 

b)  Control  words  are  small  ease  because  program 
ras  run  on  system  with  PL1  data  base. 
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